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Abstract 
Corporate reputation can be viewed as a critical intangible resource, 
important to a firm’s performance and therefore long-term survival. Given the 
intuitively appealing proposition that a good or superior corporate reputation has a 
positive influence on a firm’s financial performance, there has been much interest 
from researchers. Despite a considerable research effort, empirical evidence 
supporting the proposition that reputation positively influences a firm’s future 
performance is inconsistent. This thesis argues that the inconsistency can in part be 
attributed to three limitations evident in previous research. 
The first of these relates to the confusion and inconsistency of the reputation 
concept and its close relation to other terms including ‘image’ and ‘identity’. 
Wartick (2002, 373) argues that depending on the focal point of the research terms 
such as: “identity, image, prestige, goodwill, esteem, and standing” have all been 
used interchangeably with “reputation”. This thesis therefore begins by addressing a 
number of issues related to the definition of reputation and its relation to other terms 
such as image and identity. The thesis begins by following Walker’s (2010, 370) 
definition as a “relatively stable, issue specific aggregate perceptual representation of 
a company’s past actions and future prospects, compared against some standard.” 
The second limitation addressed by this thesis lies in the recognition that the 
inconsistent findings from studies examining the reputation – performance 
relationship are potentially influenced by the choice of reputation measure. By far 
the majority of reputation studies rely on uni-dimensional or aggregate measures of 
corporate reputation, such as Fortune’s ‘America’s most admired companies’ 
(FMAC) index or its international equivalents (Wartick, 2002; Walker, 2010). 
Research has established that FMAC has a strong association with prior financial 
performance and accounting measures of performance (Fryxell and Wang, 1994; 
Lewellyn, 2002), therefore making it difficult to use this measure to investigate the 
unique contribution of corporate reputation. This thesis argues that to develop our 
understanding of overall reputation we need to develop our understanding of the 
underlying dimensions of reputation. Adopting the resource based view (RBV) the 
thesis argues that firms’ intangible resources are key sources of corporate reputation 
(Hall, 1992). In order to identify and study intangible resources and their relative 
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importance to different firms the thesis follows an exploratory approach and relies on 
the knowledge and awareness senior executives have of their firms’ intangible 
resources and their role in communicating this information to stakeholders. The first 
study (Chapter 4) uses an alternative methodology – content analysis of firms’ 
annual reports, to identify those intangible resources which executives see as 
important for their firm.  
Australian annual reports (N=10,582) over a seventeen year period (1992 – 
2008) from the Connect 4 Annual Report Collection as well as information about 
their financial performance form the main dataset. The narrative sections were 
analysed for the frequency of 12 themes relating to specific intangible resources, 
including financial reputation, corporate governance, organisational culture, 
managerial expertise, board expertise, employee welfare, employee expertise, 
product reputation, company reputation, market opportunity, environmental 
responsibility, community responsibility, customer focus. Principal components 
factor analysis of the frequencies of these themes in reports identified five 
meaningful, higher-order reputational factors or dimensions: company, corporate 
social responsibility, customer service, governance, and financial reputation. This 
was interpreted as indicating that executives attend to a range of intangible resources 
and that these resources can be categorised into five broad reputational dimensions 
representing distinct underlying aspects of corporate reputation.  
The second study (Chapter 5) examined the temporal stability and the extent 
to which the five dimensions differed in their relative frequency or importance across 
industry sectors. Because the literature recognises that corporate reputation is both 
relatively stable over time and is likely to vary to some degree as a result of sectoral 
differences, evidence of both temporal stability and meaningful sectoral differences 
would provide increased confidence for interpreting these measures as indicators of 
firm reputation. Both significant temporal stability and significant variation in the 
level of attention given to the five reputational dimensions between sectors was 
identified. Company reputation and service reputation were the most stable over the 
long term, while the dimensions representing governance and financial reputation 
had relatively high stability over the short-term, which decreased over longer 
periods.  
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Results suggest that sectors can be described according to their location on 
two dimensions which were labelled competence and relationship. The relationship 
function contrasted concern with  a broad, community or social reputation on one 
hand, with, a relatively narrower focus on ‘market’ related service and customer 
relations. The competence function contrasted executive concern for issues related 
primarily to financial reputation such as financial performance and governance with 
broader company-wide reputation concerns, such as product quality and innovation 
and market standing. 
The results from the third study (Chapter 6) provided some support for the 
proposition that firms with stronger service and financial reputations had superior 
future financial performance, controlling for previous financial performance and firm 
size. This effect was only evident when reputation was lagged by one and three 
years, and only in some industries. The relatively small and somewhat inconsistent 
relationships between reputation and future financial performance were viewed as 
largely consistent with those found by previous research; therefore the next study 
adopted an alternative approach to conceptualising and investigating the relation 
between reputation and performance.  
The final study (Chapter 7) addressed the third limitation evident within the 
literature. It is argued here that the influence of reputation is less direct than that 
generally assumed in the literature, and therefore its influence can vary as a result of 
firms’ changing environmental circumstances. This approach reflects a more 
contingent view of the mechanism by which reputation influences performance by 
arguing that environmental influences may amplify or reduce the benefits of a 
superior reputation rather than assuming the relationship is invariably positive over 
time and unaffected by environmental influences. The five reputational dimensions 
were conceptualised as potential sources of either adaptive or rebound resilience by 
examining their relation to firms’ ability, over time, to either retain over time or, 
following loss of superior performance, return over time to sustain above average 
financial performance. Results were consistent with the proposition that service, 
financial and governance reputation could all contribute, though in different ways to 
firms’ adaptation and recovery or rebound resilience. 
Overall this thesis makes contributions in a number of domains. 
Methodologically it used an alternative approach to the measurement of corporate 
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reputation, an approach that avoids limitations related to the use of Fortune style 
indices that have received well supported criticism. This alternative approach relies 
on accessing the knowledge of senior executives about their firms’ intangible, 
reputational resources and their role in communicating these resources to key 
stakeholders, and doing this unobtrusively and longitudinally for large numbers of 
firms. This addresses a number of the key limitations of much previous reputational 
research. Finding that a number of broad, meaningful reputational themes could be 
identified within annual reports and that these tended to overlap with reputational 
themes identified by previous researchers, as well as a degree of temporal stability 
over time provided support for interpreting these themes as indicators of the key 
aspects of firms’ reputation as seen and communicated by their top executives.  
A significant theoretical contribution by the thesis is its investigation and re-
conceptualisation of the mechanism by which reputation can affect organisations’ 
financial performance. Drawing upon the concept of resilience it proposes that, 
instead of assuming that reputation has an unvarying positive influence over time, 
the effects of reputation can be contingent upon conditions in the general 
organisational environment that can either reduce or amplify the influence of 
reputation. While the thesis was unable to measure organisational resilience directly 
using survival analysis it was possible to demonstrate that reputation variables 
contributed to firms’ ability to adapt and sustain superior financial performance for 
longer and to rebound or recover more quickly from periods of under-performance. 
This views resilience as a valuable organisational capability that is in part at least the 
result of a reputational process and represents a novel approach to the study of 
reputation and its relation to financial performance. 
An interesting practical implication flows from the identification of 
potentially different reputational ‘territories’ or ‘spaces’ that are occupied by firms in 
different sectors. Firms in some sectors tend to inhabit a relatively narrow 
reputational ‘space’ focusing primarily on their financial performance as the 
indicator of their competence and upon their customer and client relations as the 
indicator of their relationship status. Other firms, on the other hand, seem to have a 
broader reputational focus that views competence in terms of indicators such as 
overall firm reputation, governance and process capabilities while their relationship 
dimension extends to include the community at large. Therefore executives may 
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think about firms’ reputation in more differentiated ways than is suggested by 
indices that simply indicate relative ranking. Different firms can seek to address 
different, relatively broader or narrower audiences as well as sending narrower or 
broader signals about their capabilities. This understanding can prove useful to those 
concerned with the management, communication and enhancement of organisational 
reputation. 
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CHAPTER 1 
Introduction 
 
“A reputation once broken may possibly be repaired, but the world will 
always keep their eyes on the spot where the crack was.” 
 
Joseph Hall (1574 – 1656) 
1.1  Introduction 
Academics and senior executives have long held the position that firms with 
superior corporate reputation achieve higher levels of financial performance. 
Corporate reputation has been frequently identified as an intangible source of 
competitive advantage (Barney, 1991; Hall, 1992; Rao, 1994), and able to provide a 
range of organisational benefits that ultimately contribute to a firm’s capacity to earn 
above average profits. These benefits include the capacity to attract and retain 
talented staff (Gatewood, Gowan and Lautenschlager, 1993) as well as investors 
(Milgrom and Roberts, 1986), to signal higher quality (Gerstner, 1985), and to 
charge higher prices (Houser and Wooders, 2006). It is therefore not surprising that 
corporate reputation has been viewed as fundamental to a firm’s performance and 
therefore long-term survival. Despite widespread belief in this ‘reputational 
advantage’, the empirical evidence from management research supporting the 
proposition that reputation positively influences a firm’s future performance is 
inconsistent. This thesis argues that the inconsistency of the evidence can be 
attributed largely to three limitations within the research literature, namely: a) 
confusion and inconsistency about reputation as a concept and its relation to other 
related concepts such as ‘image’ and ‘identity’; b) the continued use of ‘overall’ or 
uni-dimensional measures of reputation, which in the case of at least one widely used 
measure has been criticised for its close association with prior financial performance; 
and c) the assumption that there is a relatively simple and direct relationship between 
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reputation and future financial performance that does not vary over time or as a 
result of environmental conditions.  
 
1.2   The Current Evidence 
1.2.1  Inconsistent Findings 
A primary aim of much reputational research is the investigation of corporate 
reputation’s relationship with a firm’s future financial performance. Numerous 
studies have investigated the impact of overall corporate reputation and various 
measures of financial performance (Roberts and Dowling, 1997; Deephouse, 1997; 
Srivastava, McInish, Wood and Comparo, 1997; Roberts and Dowling, 2002; Rose 
and Thomsen, 2004; Eberl and Schwaiger, 2005; Inglis, Morley and Sammut, 2006). 
However, while some empirical evidence suggests that a positive relationship exists 
between corporate reputation and future financial performance, others conclude that 
there is little or no relationship. Still others suggest that different underlying 
elements influence performance, in combination with other elements that do not. 
These studies have been criticised on a number of aspects, such as a lack of 
definitional clarity,  attempts to assess ‘corporate reputation’ using overall measures 
which have been heavily criticised in the literature, the reliance on short term and/or 
cross-sectional research designs, and the use of relatively small samples. A case in 
point is the study by Rose and Thomsen (2004). 
Rose and Thomsen (2004) investigated the relationship between corporate 
reputation and financial performance using a dataset of Danish firms (N=62) 
covering a five-year period (1996-2001). They proposed that the relationship 
between corporate reputation and financial performance was ‘circular’ and suggested 
that past profitability (‘financial reputation’) affects a firm’s overall corporate 
reputation, which in turn affects future financial performance.  However, they found 
only partial support for their model, that is, while financial performance positively 
influenced firm reputation, reputation was not associated with future financial 
performance. They relied on reputation ratings published in a Danish business 
periodical, “which each year rates the image of leading Danish companies based on a 
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questionnaire sent to Danish business managers” (Rose and Thomsen, 2004, 204). 
This approach was similar to that used in the development of Fortune magazine’s 
“most admired companies” (FMAC), which has been regularly criticised for its 
strong correlation with accounting measures of financial performance (Fryxell and 
Wang, 1994; Brown and Perry, 1994; Lewellyn, 2002). Consequently, the findings 
reported may reflect the limitations evident in Rose and Thomsen study, which 
include the very small sample size (N=263 firm-year observations), the use of a uni-
dimensional measure of reputation, and the relatively short five-year time period.  
Another study with similar results is that by Inglis et al. (2006), who studied 
the relationship between corporate reputation and financial performance in 
Australian firms. Using a sample of 77 Australian firms from 2003 and 2004, the 
authors investigated whether an increase or decrease in reputational standing, as 
measured by the ‘RepuTex’ ratings, was associated with an increase or decrease in 
financial performance. They also examined whether an increase or decrease in 
financial performance resulted in a higher or lower reputation (RepuTex rating). 
RepuTex is a private Australian company that collects reputation data from a range 
of community and business groups based on four elements of corporate reputation, 
that is, corporate governance, workplace practices, social impact, and environmental 
impact (Inglis et al. 2006). Results from Inglis et al.’s (2006) study suggested that 
reputation did not affect financial performance, nor did financial performance affect 
reputation. The authors drew attention to the limitations of their study, suggesting 
that these limitations had an impact on the results. Hence, this led them to question 
whether the underlying dimensions are in fact correct measures of the different 
elements of reputation. Additionally, they argued “that the link is not, in practice 
direct, but proceeds via strategy and competitive advantage” (Inglis et al. 2006, 944).  
While Inglis et al. (2006) found no evidence of a relationship between firm 
reputation and performance, Eberl and Schwaiger’s results (2005) suggested that the 
relationship was in fact bidirectional, and that different components of corporate 
reputation and a firm’s future financial performance were in fact related. These 
authors saw corporate reputation as a combination of two underlying elements, 
which they termed ‘cognitive’ and ‘affective’ reputation. ‘Affective reputation’ was 
defined as an ‘emotional’ attachment to a firm, primarily through respect for the 
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company’s product quality, customer focus and environmental responsibility, 
whereas ‘cognitive reputation’ was seen more in terms of the competence of 
management in generating continued profits and the overall financial stability of the 
firm. While Eberl and Schwaiger found that cognitive reputation had a significant 
positive effect on future financial performance, they also reported that affective 
reputation had a negative impact on future financial performance. These findings 
highlight the potential of limitations to influence results. In Eberl and Schwaiger’s 
(2005) study, limitations include its cross-sectional nature, in that it only measured 
reputation at one point in time (2002), the reliance on the general public (N=1,012) 
to assess ‘corporate reputation’ as an overall measure, and that it used only a small 
sample of German companies (N=30).  
Unlike Eberl and Schwaiger (2005), Deephouse (1997) used media coverage 
as a measure of overall corporate reputation, again with inconsistent results. Through 
measuring coverage in two local US daily newspapers between 1988 and 1992, the 
author examined the influence of banks’ media reputation on financial performance 
(defined as the return on assets (ROA)) relative to the annual average for all banks in 
the area (N=265).  Firstly, Deephouse identified that what was defined as ‘media’ 
reputation was a related, yet distinct construct from what he termed ‘financial 
reputation’, due to weak correlations between these separate reputational 
dimensions. Secondly, he concluded that a bank’s financial performance was 
positively influenced by both media reputation and various measures representing 
financial reputation. However, Deephouse’s results demonstrate only partial support 
for this argument, in that they show that ‘firms’ prior year, relative ROA’ was the 
most influential (=.37; p<.001), whereas the other financial measures:  market 
share (=.12; p<.01), capital adequacy (=.20; p<.001), asset quality ratio (=.25; 
p<.001), while significant, are relatively weak in terms of their influence. Most 
notably, media reputation had by far the least significant influence (=.07; p<.10), 
suggesting that not all elements of reputation are associated with an influence on 
financial performance.  
Results from the above studies highlight the inconsistency of evidence 
supporting the existence of a relationship between reputation and performance. It is 
proposed here that the limitations of earlier research include a broad range of 
  
 
25 
 
 
definitions and terminology, and the use of uni-dimensional measures of reputation, 
some of which have been heavily criticised for their relationship with previous 
financial performance. Further, the use of relatively short-term measures of financial 
performance has increased this inconsistency.     
 
1.2.2  Inconsistent Definitions  
Fombrun and Van Riel (1997) suggested that it is because of the widespread 
interest in the concept of reputation that definitions have developed independently 
rather than integratively among different groups of researchers. For example, 
Shenkar and Yuchtman-Yaar, (1997, 1361) stated that “various terms are used to 
describe the relative standing of organizations. In sociology, prestige is the preferred 
term, in economics, it is reputation, in marketing, image, and in accountancy and 
law, goodwill.” More recently, Wartick (2002, 373) argued that the terms: “identity, 
image, prestige, goodwill, esteem, and standing” have all been used interchangeably 
with ‘reputation’, depending on the level of generalisation or the focal point of the 
discussion. Shenkar and Yuchtman-Yaar pointed out that sociologists tend to prefer 
the term ‘prestige’ to ‘reputation’ because they are typically more interested in 
‘occupational standing’ than in the reputation of a particular organisation (1997, 
1362). They highlighted that marketing literature is usually concerned with the 
‘image’ of a particular brand, whereas because accounting researchers focus on the 
firm as a unit of analysis, they prefer the term ‘goodwill’, presumably “since it is the 
firm which owns, buys, and sells this asset” (Shenkar and Yuchtman-Yaar, 1997, 
1363).  
The research conducted here initially reviews the reputational literature and 
addresses a number of the key issues underlying the confusion that potentially 
impinges on this study. Fombrun’s (1996, 72) definition of corporate reputation as “a 
perceptual representation of a company’s past actions and future prospects that 
describes the firm’s overall appeal to all of its key constituents when compared with 
other leading rivals” has had the widest use (Walker,  2010), and as such provides an 
appropriate starting point for discussion. Corporate reputation is subsequently 
defined following Walker’s (2010, 370) definition as a “relatively stable, issue 
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specific aggregate perceptual representation of a company’s past actions and future 
prospects, compared against some standard.”  
 
1.2.3  The Measurement of Reputation 
The majority of empirical studies dealing with reputation rely on Fortune 
magazine’s listing of America’s Most Admired Companies (FMAC) (Fryxell and 
Wang, 1994; Brown and Perry, 1994; Wartick, 2002; Basdeo, Smith, Grimm, 
Rindova and Derfus, 2006; Walker, 2010) or its international (Dunbar and 
Schwalbach, 2000; Inglis, Morley and Sammut, 2006; Brammer and Pavelin, 2006) 
and global (Waddock, Bodwell and Graves, 2002; Schwaiger, 2004; Fombrun, 2007) 
equivalents. This index has a number of strengths. While Fortune magazine’s 
“Global Most Admired Companies” (GMAC) index rates firms from 24 industries 
and 13 countries (Schwaiger, 2004), the FMAC survey rates the ten largest US firms 
in 30 industry groups using over 8,000 experts who are corporate executives, 
corporate analysts or external directors (Griffin and Mahon, 1997), and are therefore 
familiar with the firms they are rating. Respondents are asked to rate firms on eight 
separate yet interrelated attributes: “(1) Financial soundness; (2) Long-term 
investment value; (3) Use of corporate assets; (4) Innovativeness; (5) Quality of the 
company’s management; (6) Quality of its products and services; (7) Ability to 
attract, develop and keep talented people; and (8) Acknowledgement of social 
responsibility” (Chun 2005, 99). Additionally, the GMAC was first used in 1997 
(Schwaiger, 2004) whereas the FMAC has been collected annually since 1983 
(McGuire, Schneeweis and Branch, 1990) with little modification (McGuire, 
Sundgren and Schneeweis, 1988); thus allowing comparisons among firms’ 
reputations over an extended period of time. However, apart from the fact that 
FMAC includes only US firms (although there have been attempts to replicate it in 
other countries including Germany, Australia, Denmark, Spain and the United 
Kingdom), researchers have identified a more basic underlying problem with the 
FMAC measure, that is, it is heavily influenced by prior financial performance 
(Fryxell and Wang, 1994; Brown and Perry, 1994; Cordeiro and Sambharya, 1997; 
Black, Carness and Richardson, 2000; Lewellyn, 2002).  
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Brown and Perry (1994) highlight that financial measures of performance 
account for between 42% (McGuire, Sundgren, and Schneeweis, 1988) and 53% 
(Fombrun and Shanley, 1990) of the variance in the overall FMAC ratings for 
corporate reputation. The eight different attributes rated within the survey are also 
highly correlated. Fombrun and Shanley (1990) carried out a factor analysis of these 
attributes and found that they loaded on one factor that explained 84% of the 
variance. This single factor was also shown to be significantly influenced by prior 
financial performance (=.42; p<.001). Therefore, both the use of an overall rating 
as well as the use of ratings for individual attributes can be criticised (Fryxell and 
Wang, 1994; Brown and Perry, 1994).  
A second issue with a single overall ranking of corporate reputation is that 
apart from potentially over-valuing the financial dimension, there is a potential to 
ignore or under value other non-financial dimensions which have been argued to be 
important elements of corporate reputation. These other reputational dimensions 
include: corporate social responsibility (Chakravarthy, 1986; McGuire, Sundren, and 
Schneeweis, 1988; Preston and O’Bannon, 1997); product and service quality; 
managerial quality; employee know-how (Hall, 1992; Dollinger, Golden, and 
Saxton, 1997; Schwaiger, 2004; de Castro, López, and Sáez, 2006); corporate 
governance and disclosure (Klapper and Love, 2004; Espinosa and Trombetta, 
2004); environmental concern (Russo and Fouts, 1997; Brammer and Pavelin, 2006); 
and innovation (Bresnahan, Stern and Trajtenberg, 1996; Gürhan-Canli and Batra, 
2004). This suggests a need to move away from single dimension or aggregated 
measures of reputation to investigate a wider range of individual reputational 
dimensions that can potentially influence a firm’s financial performance. Thus, in 
order to identify and measure a range of reputational dimensions, this thesis draws 
upon the notion of intangible resources as critical sources of corporate reputation.  
Several researchers have identified intangible resources as important 
underlying sources of overall corporate reputation (Hall, 1992; Dollinger, Golden 
and Saxton, 1997; Schwaiger, 2004; de Castro, López, and Sáez, 2006; Boyd, 2010; 
Iwu-Egwuonwu, 2011). In his study of the relative importance that senior executives 
attribute to different kinds of intangible resources as underlying sources of firms’ 
overall reputation, Hall (1992) identified through a survey of CEOs across a variety 
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of industries in the United Kingdom 13 intangible resources that senior executives 
ranked as the most critical to firm success (N=95). Similarly, in his review of the 
measures of corporate reputation, Schwaiger (2004) noted that indices including 
Fortune magazine’s most admired global companies (GMAC) and America’s most 
admired companies (FMAC), the German Manager Magazin’s ‘Gesamtreputation’ 
and the Harris-Fombrun ‘Reputation Quotient’, are all based on a set of categories 
that can be viewed as intangible resources, for example, quality of management, 
quality of employees, social responsibility, transparency, and openness (2004). 
While Schwaiger (2004) did not specifically identify these concepts as ‘intangible 
resources’, it is evident that they correspond with what are referred to by other 
reputation researchers as intangible resources (Iwu-Egwuonwu, 2011). The questions 
within the FMAC survey include innovativeness, management quality, product 
quality, ability to attract, develop and keep talented people, and social responsibility 
(Fombrun and Shanley, 1990; Fryxell and Wang, 1994; Chun, 2005), all of which 
can be viewed as intangible resources. However, despite the acknowledgement that 
intangible resources are potential sources of corporate reputation, much of the earlier 
literature which sought to identify them tended to rely on authors’ predefined lists, 
which in turn were based on the intuition and assumptions of the researcher.  
Rather than relying on this intuitive approach to identify those intangible 
resources that are seen to be important, this thesis analyses the contents of senior 
executive communication to identify what it is that those responsible for the 
management of their firm’s reputation see as important intangible or reputational 
resources for future success. While this approach relies on the perceptions and 
beliefs of an important group of internal stakeholders rather than external 
stakeholders (as in the case of FMAC), it also relies on the fact that a primary role of 
senior executives is to manage, maintain, and improve their firm’s corporate 
reputation (Hall, 1992). An important medium for communicating senior executives’ 
perceptions of and beliefs in the key intangible resources that shape their firm’s 
reputation, and therefore the perception of external stakeholders, is the annual report 
(D’Aveni and MacMillan, 1990; Abrahamson and Park, 1994; Barr and Huff, 2004; 
Daly, Prouder and Kabanoff, 2004; Cho and Hambrick, 2006; Duriau et. al. 2007; 
Kabanoff and Brown, 2008). Hence, this thesis adopts an alternative approach to 
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identifying potential intangible, reputational resources seen to be critical to firm 
success by treating the level of attention to various intangible resources in annual 
reports as a source of information about senior executives’ perceptions of their firm’s 
key reputational resources. This allows the thesis to unobtrusively describe the 
perceptions and beliefs of a key and knowledgeable group of stakeholders from a 
large number of firms over an extended period of time, and thus to test the effects of 
corporate reputation on firms’ future, long-term financial performance.  
 
1.2.4  The Relationship between Corporate Reputation and Future Financial 
Performance 
The majority of studies that have investigated the existence of a relationship 
between reputation and financial performance have assumed the existence of what 
this thesis terms a ‘direct’ relationship. This approach largely reflects a broad, 
simplifying assumption about how reputation impacts upon future performance 
(Roberts and Dowling, 1997), that is, an assumption that a good reputation always 
positively influences financial performance. To elaborate on this slightly, it proposes 
that there is little or no fluctuation in the level of influence reputation has, and that 
this level of influence occurs at all points in time irrespective of the general 
economic, industry or competitive environments. On the other hand, a more 
conservative or realistic view can be proposed – that the effects of reputation on 
financial performance differ as a result of changes in the conditions confronting 
individual firms, industry sectors or the economy in general. For example, during a 
general economic downturn such as that brought on by the global financial crisis, 
even firms that had been identified as having a superior reputation were negatively 
affected, apparently receiving little in the way of benefit from their reputation. This 
suggests that if conditions are sufficiently difficult that all firms suffer, and we 
observe the relationship between reputation and performance in these periods, we 
may observe no relationship. Yet, if observed over a longer period we might find that 
firms with stronger reputations recover or rebound earlier or more quickly than those 
without. On the other hand, conditions at other points in time may be so munificent 
(McArthur and Nystrom, 1991; Husted, Allen and Kock, 2012; Ndofor, 
  
 
30 
 
 
Vanevenhoven, Barker III, 2013) that all firms, regardless of corporate reputation, do 
well (consider the mining boom in Australia); however, firms with poorer 
reputations may be the first to have a decline in performance as conditions 
deteriorate. This suggests that the influence of reputation varies over time and the 
assumption that a good reputation always directly influences future financial 
performance limits our understanding of the process or mechanism through which 
this influence occurs.  
In practical terms, this assumption is reflected in empirical research by the 
use of relatively short time periods and/or cross-sectional methodologies. Both 
McGuire et al. (1990) and Nanda, Schneeweis and Eneroth (1996) relied on 
measures of corporate reputation in only two years, 1983 and 1989, respectively, and 
calculated future financial performance using an average of only three years (1982-
1984 and 1989-1991, respectively). An alternative approach to understanding the 
relation between reputation and performance, however, is to focus on the capacity of 
firms with a superior reputation to better sustain superior profitability over extended 
periods of time, compared to firms without such standing. A few authors have 
identified that firms with superior reputations, albeit along different dimensions, 
were both able to sustain superior profitability over the long term and recover from 
positions of inferior performance faster than those without superior reputations 
(Roberts and Dowling, 1997; Roberts, 1999; Roberts and Dowling, 2002; Choi and 
Wang, 2009). This suggests that reputation influences performance in a less direct 
manner and that this influence can be observed by examining the capacity of firms to 
sustain above average profitability for extended periods. Therefore, rather than 
viewing reputation as having a direct and consistent relationship with financial 
performance, this thesis draws upon the notion of sustained profitability as a 
potential measure of future financial performance.  
Roberts (1999, 657) pointed out that the use of persistent profitability as a 
measure of financial performance is more suited to research attempting to 
“understand the dynamic of firm-level profitability” than are cross-sectional 
methodologies, as this approach better “captures the inter-temporal behaviour of firm 
profits” (emphasis in original). Another study which has significantly contributed to 
our understanding of the reputation-performance relationship is that by Roberts and 
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Dowling (2002) who explored the existence of a relationship between firms with a 
superior reputation and their ability to sustain superior levels of profitability, 
compared to those without a superior reputation, over an extended 15 year period 
using a large multi-industry dataset (N=3,141 firm-year observations). They defined 
persistent profitability as a measure of “how fast abnormal profits converge upon 
normal long-run [profit] levels” (Roberts and Dowling, 2002, 1079). The results 
provide strong support for the argument that firms with superior reputation tend to 
sustain superior levels of performance over time, compared to firms without such 
standing. Additionally, Roberts and Dowling (2002) found that firms with a superior 
reputation were able to recover from inferior levels of performance faster than firms 
lacking that recognition. Therefore, rather than viewing reputation as having a direct 
and consistent relationship with financial performance, this thesis draws upon the 
notion of sustained financial performance as an alternative to traditional short-term 
measures of performance or cross-sectional methodologies. Nevertheless, while the 
use of sustained financial performance may present a better alternative to traditional 
approaches of measuring reputational benefit, the mechanism through which 
corporate reputation influences sustained above average financial performance 
remains unclear. This thesis argues that organisational resilience is a potential 
mechanism through which firms’ corporate reputation influences their ability to 
sustain above average financial performance over extended periods of time and, 
following periods of inferior performance, return to earlier levels of performance or 
recover faster than rivals. 
 
1.2.5  Organisational Resilience: a Potential Mechanism for Reputational Influence 
Organisational resilience has been seen by some authors to provide firms 
with an additional capacity both to better adapt in times of difficulty and to better 
recover following a crisis or difficulty (Wildavsky, 1991; Weick et al., 1999). For 
instance, Caminiti (1992, 77) stated that “Exxon never developed the kind of strong 
reputation that could have inoculated it against something like the Valdez spill”, 
while Jones, Jones and Little (2000, 21) refer to a “reservoir of goodwill” when they 
suggest that “firms can reduce uncertainty associated with a competitive and hostile 
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environment” by developing a good reputation. Drawing on the concept of individual 
resilience and the definition provided by Klein et al. (2003), organisational resilience 
is defined here as the capacity of an organisation to adapt in times of difficulty in 
order to sustain superior performance and rebound more quickly to superior levels 
of performance following performance loss. This definition suggests that 
organisations develop an adaptive capacity to mitigate the impact of negative 
environmental events as well as a second element of resilience, namely, the ability of 
a firm to bounce back, or rebound, to earlier levels of performance following a 
period of inferior performance or performance decline. This approach is consistent 
with the results reported in studies examining the relationship between superior 
reputation and sustained profitability (Roberts and Dowling, 1997; Roberts and 
Dowling, 2002; Choi and Wang, 2009). Therefore, given the potential that the 
resilience perspective has to aid our understanding of the mechanisms through which 
reputation influences performance, this thesis will approach the examination of the 
relation between reputation and performance using an alternative approach to that 
often considered within the literature. 
1.3  Summary of Purpose and Research Questions 
The overall purpose of this research is to examine the influence of corporate 
reputation on firms’ future long-term financial performance. Put simply: does 
corporate reputation positively influence long-term financial performance? In 
answering this question this thesis will address three interrelated sub-tasks: clarify 
the commonly confused and interrelated terms ‘image’, ‘identity’ and ‘corporate 
reputation’ to reduce definitional confusion; develop an alternative approach to 
identifying and measuring a range of intangible, reputational resources; and finally, 
explore the proposition that corporate reputation can act as a source of adaptive and 
rebound resilience helping firms to sustain their financial performance over time.  
The substantive research questions addressed by the two latter, quantitative 
phases of the research are summarised as follows:  
1. What are the underlying dimensions of corporate reputation? 
2. Do reputational dimensions display significant temporal stability? 
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3. Do reputational dimensions differ in their relative importance across 
industry sectors? 
4. Are reputational dimensions significantly related to financial 
performance?  
5. Is there a temporal lag in the association between reputational dimensions 
and financial performance? 
6. Does superior reputation provide firms with adaptive resilience, 
evidenced by their sustaining above average profitably for a longer period 
than firms with below average reputation? 
7. Does a superior reputation provide firms with rebound resilience, 
evidenced by their capacity to rebound from a period of below average 
performance to above average performance following a performance loss, 
more quickly than firms with below average reputation?  
 
A summary of the research proposed here is provided in Figure 1.1 and highlights 
the relationship between the aims of the four studies in this thesis. 
 
Figure 1.1:  Thesis overview   
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1.4  Organisation of this Thesis 
Chapter One, the “Introduction” chapter provides a broad overview of the 
background, purpose and research questions underpinning the four studies within the 
thesis. The balance of the thesis is organised as follows. 
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Chapter Two, “Literature Review”, reviews the corporate reputation literature 
and deals with the issues related to differentiation of related terms, including image, 
identity and corporate reputation. This is followed by the review of an appropriate 
definition of corporate reputation, addressing key criticisms related to earlier 
definitions as identified in the literature. The literature regarding the potential for 
intangible resources to act as sources of corporate reputation is then reviewed.  
Limitations of earlier research are then discussed, including reliance on overall 
measures of reputation such as FMAC-type indices, inconsistent findings, and 
assumptions underpinning the ‘direct’ approach to understanding the corporate 
reputation-financial performance relationship. 
Chapter Three, “Methodology”, initially identifies the need for an 
exploratory, longitudinal examination of the potential for intangible resources to act 
as sources of corporate reputation, using content analysis of annual reports. This is 
followed by a review of the methodologies applied in each of the four studies in the 
thesis.  
Chapter Four, “Identifying Potential Reputational Dimensions”, presents the 
findings of a factor analysis of the frequency of references to 12 reputational 
elements in 10,582 annual reports from 2,658 companies listed on the Australian 
Stock Exchange (ASX) between the years 1992 and 2008.  
Chapter Five, “Temporal Stability and Sectoral Differences of Reputational 
Dimensions”, examines the temporal stability and the potential for sectoral 
differences to influence corporate reputation using three statistical techniques, 
namely, correlation, analysis of variance (ANOVA), and discriminant analysis using 
canonical correlation.  
Chapter Six, “The Effect of Reputational Dimensions on Financial 
Performance”, has a twofold aim. The primary focus of this chapter is to investigate 
the potential for executive communication, along the five reputational dimensions, to 
influence firm performance over an extended fourteen-year time period. Put simply, 
this chapter attempts to identify if what is discussed in annual reports ‘really 
matters’. Following discussion of the reputational dimensions and their relation to 
financial performance, this chapter then investigates the lag in what has been termed 
in earlier research the ‘value creation process’ (Lourenco, Callen, Branco, and Curto, 
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2013), that is, how long it takes for an improvement in financial performance to 
occur. 
Chapter Seven, “Reputation as a Source of Organisational Resilience”, 
investigates the potential for the reputational dimensions to act as sources of 
organisational resilience which, it is argued, enable firms to both better adapt to and 
rebound from difficult environmental circumstances. An alternative statistical 
technique known as survival analysis is applied, as it is better suited to examination 
of data over extended periods of time (Roberts and Dowling, 2002; Choi and Wang, 
2009). 
Chapter Eight, “Discussion and Conclusion”, provides the final analysis and 
summary of findings from this thesis. It highlights the contributions that the study 
makes to our understanding of the mechanisms through which corporate reputation 
affects financial performance. Additionally, empirical findings in previous studies 
are considered, and differences and similarities are highlighted. The final section 
considers limitations and potential areas for future research.  
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CHAPTER 2 
Literature Review 
2.1  Introduction 
The concept of corporate reputation continues to interest academics and 
practitioners alike given the potential it has to affect competitive advantage and 
company performance, in both the short and long term. This recognition has created 
a call for research into corporate reputation which has been answered from a variety 
of perspectives. While prima facie this appears beneficial, it has resulted in a range 
of conflicting approaches to defining and measuring corporate reputation, which has 
in turn contributed to the ambiguity of the term. Fombrun and Rindova (1996) 
suggested that the problem of defining reputation results from the diversity of the 
disciplinary perspectives from which it comes, including marketing, economics, 
accounting, sociology, strategy and organisational behaviour. It is the breadth of 
research where definitions have been developed independently rather than 
integratively that has caused much of the inconsistency (Fombrun and Van Riel, 
1997; Walker, 2010), with the term ‘reputation’ often used synonymously with 
numerous other terms. 
Given the broad range of academic interest in the concept of corporate 
reputation, it is not surprising that many other terms have become associated with it 
or used interchangeably within reputation literature, including ‘image’ (or ‘brand 
image’) ‘identity’, ‘prestige’, ‘goodwill’, ‘esteem’ and ‘standing’ (Wartick, 2002). 
More recently, the concepts of ‘status’ (Jensen and Roy, 2008) and ‘celebrity’ 
(Pfarrer, Pollock and Rindova, 2010) have also been used in connection with the 
concept of reputation. As Shenkar and Yuchtman-Yaar (1997, 1361) stated, “Various 
terms are used to describe the relative standing of organizations. In sociology, 
prestige is the preferred term, in economics it is reputation, in marketing, image, and 
in accountancy and law, goodwill.”  
Therefore, a necessary step in developing our understanding of corporate 
reputation is to identify an appropriate definition and understand the relationship 
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between it and other commonly used terms, in particular, image and identity. 
Caruana (1997, 111) highlighted the necessity for such distinctions as well as the 
need to develop a framework for understanding key sources of corporate reputation, 
given that current research has been revealed as “limited in its ability to identify the 
attributes that determine corporate reputation.” By developing an integrated 
definition it becomes possible to further our understanding of the dimensions of 
corporate reputation, since “one cannot talk about measuring something until one 
knows what that something is” (Wartick, 2002, 372). This highlights the importance 
of clarifying the definition prior to any attempt at measurement.  
 
2.2  Differentiating Image, Identity and Reputation 
2.2.1  The Concept of Image 
Chun (2005) suggested that within marketing literature the terms ‘image’ and 
‘reputation’ are often used interchangeably and without clear distinction or 
definition. This was demonstrated in the work of Dowling (1993), who used the 
terms interchangeably when investigating company reputation. Initially he referred 
to the “dilution of the value of a company’s image or reputation”, whereas later he 
used the term ‘image’ alone: “during the decade of the 1980s thousands of business 
enterprises around the world suffered a loss of image” (Dowling, 1993, 102). This 
highlights the interchangeable nature of the terms ‘reputation’ and ‘image’. 
Developed initially in marketing literature, research into the concept of image has 
generally focused on the effectiveness of advertising (Rindova, 1997; Chun, 2005). 
Grunig (1993, 121) deconstructed the concept of ‘image’ and suggested that it was a 
broad term that incorporated several underlying constructs, including “perception, 
cognition, attitude and schema, which identify symbolic objectives for public 
relations.” Bromley (2000, 241), however, defined ‘image’ as “the way an 
organization presents itself to its publics, especially visually.” This definition 
highlights an external focus and the creation of some form of perception among 
observers, and suggests primarily a ‘products and services’ focus rather than an 
overall assessment of the organisation or firm.  
  
 
38 
 
 
This view was supported by Fombrun and Van Reil (1997) who highlighted 
that research into ‘image’ had primarily focused on understanding how consumers 
use cues to create “pictures in their heads” (Lippmann, 1922, cited in Fombrun and 
Van Reil, 1997, 7) about a particular object. The authors went on to explain that 
these 'objects are predominantly products and services rather than overall corporate 
reputation. Further, there is broad literary acknowledgement that ‘reputation’ takes 
time to develop and that it is relatively stable (Hall, 1992; Gray and Balmer, 1998; 
Roberts and Dowling, 2002), whereas ‘image’ tends to change much more frequently 
(Walker, 2010). Therefore, the concept of ‘image’ (or ‘brand image’) is primarily 
seen as the external stakeholders’ impression of a product or service, rather than a 
comprehensive, overall impression of a firm. As such, Bromley (2000, 241) defined 
it as “the way an organization presents itself to its publics, especially visually”. This 
is distinct from the concept of ‘identity’, which is held to be internally focused and 
closely related to corporate culture and executives’ sense-making and self-perception 
of the firm (Fombrun and Van Reil, 1997).  
 
2.2.2  The Concept of Identity 
As with concepts of reputation and image, a considerable volume of literature 
has been devoted to defining identity. This literature generally falls into two broad 
categories, that is, ‘corporate’ identity and ‘organisational’ identity. Hatch and 
Shultz (1997, 358) pointed out that “corporate identity differs from organisational 
identity in the degree to which it is conceptualized as a function of leadership and by 
its focus on the visual.” However, they also suggested that while there is a difference 
between the two terms, both are “grounded in local meanings and organizational 
symbols and thus embedded in organizational culture” (1997, 357). This internal 
focus is consistent with Fombrun’s (1996, 36) earlier definition of corporate identity 
as “the set of values and principles employees and managers associate with the 
company.”  
One view of identity commonly quoted in literature indicates that corporate 
identity is formed from that which is central, enduring and distinctive about an 
organization’s character (Albert and Whetton, 1985). Bromley (2000) also defined 
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corporate identity with an internal focus based on the conceptualisation of the firm 
from within, or, put another way, how key members of the organisation see their 
firm. Similarly, Fombrun and Van Riel (2004) highlighted that identity is a function 
of three main constructs: features that employees consider central to the company; 
features that make the company distinctive from others (in the eyes of employees); 
and features that are enduring or continuous in linking the past with the future. This 
observation was supported by Barnett, Jermier and Lafferty (2006, 34) in their 
comment that this focus on an organisation’s enduring and distinctive features 
“parallels and even duplicates organisational culture.” This observation lends further 
support for the traditional perspective of corporate identity as being analogous to 
culture and focused on the perception of the firm from within. However, while there 
is recognition that culture is an integral component of identity, there is also 
recognition that corporate identity is more than merely the impression of a firm held 
by an inside stakeholder (Hatch and Shultz, 1997; Melewar and Jenkins, 2002). 
While there is little disagreement that corporate identity is closely related to 
corporate culture (Baker and Balmer, 1997; Hatch and Schultz, 1997), Balmer (1998, 
979) identified three dimensions of corporate identity that highlighted the concept as 
being multidimensional, values based, and “fundamentally concerned with reality” 
or “what an organization is.” He went on to say that this includes: “strategy, 
philosophy, history, business scope, the range of products and services offered, and 
its communications, both formal and informal.” Therefore, identity can be seen to be 
more than just ‘culture’ per se. Melewar and Jenkins (2002) supported this view 
when they suggested that identity is comprised of a range of constructs, including 
communication and visual identity, behaviour, corporate culture and market 
conditions. Inclusion of constructs such as behaviour and market conditions reveals 
an external element to the concept of identity. This observation suggests a need to 
consider identity formulation as a process closely related to both the concepts of 
corporate image and corporate culture. This view was supported by Hatch and 
Schultz (1997, 360) when they stated that senior executives express “organisational 
identity through cultural artefacts symbolically to present an image that will be 
interpreted by others.”   
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Hatch and Schultz (1997) also suggested that the relationship among culture, 
image and identity form a circular process involving mutual interdependence. Figure 
2.1 models this relationship. Further, the authors suggested that organisational 
identity is “culturally embedded within the firm and that it provides the symbolic 
material from which images are constructed and communicated” (1997, 362). These 
images are projected to external audiences and “absorbed back into the cultural 
system of meaning by being taken as cultural artefacts and used symbolically to infer 
identity: who we are is reflected in what we are doing and how others interpret who 
we are and what we are doing” (1997, 362). For instance, “a negative reading of 
organizational image by the press can affect organizational identity when news 
reports are perceived as genuine reflections of organizational activity or intent” 
(Hatch and Shultz, 1997, 362). 
 
Figure 2.1: Model of the inter-relationships among culture, image and identity 
Organisational
Identity
Members’ work
 experience
Organisational 
Context
Organisational
Image
Experiences of 
external groups
 External 
Context
Senior 
Executive 
vision & 
leadership
 
Source: Hatch and Schultz (1997, 361) 
 
While Hatch and Schultz’s (1997, 362) model shows the circular nature of 
the relationship between identity and image, it also highlights that identity should be 
thought of as more than internal stakeholders’ level of identification and experience 
with aspects of the firm. Rather, identity should be seen as the “identity of the firm – 
what the firm actually is” (Barnett et al., 2006, 33). Furthermore, Hatch and 
Schultz’s (1997, 362) model also emphasizes the important role top management 
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plays in the formulation of corporate identity (Balmer, 1998). While the role of 
senior management has at times been interpreted as nothing more than impression 
management, Bernstein (1986, 8) remarked that “managers should be concerned with 
image not because they want to manufacture it but because they need to discern how 
organisational signals are being received and decoded and how these perceptions 
square with the management's own perception of the organisation.” Fombrun and 
Shanley (1990) highlighted that it is at the executive level that management attempts 
to influence a firm’s reputation by communicating the firm’s salient advantages. This 
suggests that senior executives are in a unique position to interpret the feedback from 
all internal and external sources. Further, the actions and statements of senior 
executives simultaneously affect the formulation, definition and development of both 
identity and image (Hatch and Schultz, 1997), and therefore corporate reputation 
(Fombrun and van Riel, 1997; Post and Griffin, 1997; Chun, 2005). This thesis 
acknowledges the central role that senior executives play in the process of 
formulating corporate reputation, and utilises a form of executive communication, 
namely, annual reports, to further our understanding of corporate reputation. 
However, before proceeding, corporate reputation must be clearly defined. 
Therefore, the next section develops a definition for the concept of ‘corporate 
reputation’, taking into consideration the concepts of ‘image’ and ‘identity’. 
 
2.3  Defining Corporate Reputation 
Many authors have acknowledged that corporate reputation encompasses 
aspects of both external (image) and internal (identity) perceptions of the firm 
(Dowling, 1993; Fombrun and Rindova, 1996; Post and Griffin, 1997). In their 
analysis of earlier definitional statements of corporate reputation, both Chun (2005) 
and Barnett et al. (2006) observed the relatively high occurrence of the terms ‘image’ 
and ‘identity’, connected with the concept of ‘corporate reputation’. Walker (2010) 
pointed out that the definition coined by Fombrun (1996) has had the widest use 
within reputation literature. Fombrun (1996, 72) defined corporate reputation as “a 
perceptual representation of a company’s past actions and future prospects that 
describes the firm’s overall appeal to all of its key constituents when compared with 
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other leading rivals.” In a more recent study, Walker (2010) identified that only 44% 
of scholarly articles (19 articles) reviewed included a definition of corporate 
reputation and yet of those, 26 percent (5 articles) referred to Fombrun’s (1996) 
definition. Despite the relatively small sample size of Walker’s (2010) study (N=43), 
this definition provides a firm starting point for further refinement of a definition of 
corporate reputation. 
Fombrun’s (1996) definition has received much attention from writers in the 
field (e.g., Wartick, 2002; Chun, 2005; Barnett et al., 2006; Walker, 2010). A 
commonly cited interpretation of Fombrun’s (1996) definition concentrated on three 
key points: firstly, reputation is based on perceptions; secondly, it refers to the 
overall standing of a firm as seen by all stakeholders; and lastly, it is comparative 
(Brown and Logsdon, 1997). However, while Fombrun’s (1996) definition has been 
widely accepted, it has also received some criticism for limiting our ability to 
understand corporate reputation (Wartick, 2002; Walker 2010). In addition, it did not 
include the notion of stability over time, identified by many authors as central to the 
concept (Hall, 1992; Gray and Balmer, 1998; Roberts and Dowling, 2002). Another 
critique highlighted the need for comparisons to be made with leading rivals 
(Walker, 2010). As researchers have investigated changes in a single firm’s 
reputation prior to and following a crisis that necessitated comparison with itself 
over time rather than with its competitors, it is evident that comparison is not 
necessarily with competitors alone. In attempting to address these critiques, several 
authors have investigated the notion of corporate reputation using Fombrun’s (1996) 
definition as a starting point (Wartick, 2002; Barnett et al., 2006; Walker, 2010). 
Working with Fombrun’s (1996) ideas as his basis, Walker (2010) offered a 
definition that not only encapsulated Fombrun’s three main points, but also 
addressed the above critiques. He defined corporate reputation as “a relatively stable, 
issue specific aggregate perceptual representation of a company’s past actions and 
future prospects, compared against some standard” (Walker, 2010, 34).  Further, he 
highlighted that this definition was based on five key components (Figure 2.2).  
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Figure 2.2:  A conceptual model of corporate reputation 
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Source: Walker (2010, 375). 
 
Given that Walker’s (2010) definition addressed both Fombrun’s (1996) 
main arguments and two common critiques of earlier definitions, it provides an 
appropriate starting point for the development of our understanding of corporate 
reputation. Walker’s (2010) model also reflects a process approach to the 
formulation of corporate reputation and recognises the important role of both image 
and identity in this process, further supporting its appropriateness for this study. 
Additionally, he raised two important measurement concerns that need to be 
addressed within reputational research. These additional concerns reflect a need to be 
specific in relation to what the reputation is for, and for whom. Therefore, using 
Walkers (2010) model as a framework, the five key definitional attributes seen as 
central to the notion of corporate reputation will be discussed. Finally, in explaining 
the concepts underpinning the five definitional attributes, the two measurement 
concerns identified by Walker (2010) will also be addressed. 
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2.3.1  The Perceptual Nature of Reputation 
There is little disagreement within existing literature in terms of the 
perceptual nature of corporate reputation (Wartick, 2002; Barnett et al., 2006; 
Walker, 2010). Many of the earlier definitions also include references to this aspect 
of corporate reputation (Weigelt and Camerer, 1988; Cable and Graham, 2000; 
Rindova et al., 2005). This evidence suggests that there is considerable support for 
the notion that corporate reputation is a perceptual evaluation of a firm (Deephouse, 
2000) and may not be completely factual given information asymmetry between 
observers (Fombrun, 1996). Barnett, et al. (2006) used the term ‘awareness’ in their 
review of reputational literature (1980-2003) to highlight that the most common 
aspect of most of the definitions of corporate reputation is the notion of perception. 
They stated that definitions have included several terms related to the concept of 
perception, including: “aggregation of perceptions, latent perceptions, net 
perceptions, global perceptions, perceptual representations and collective 
representations” (Barnett et al., 2006, 32). This current study recognises the 
importance of perceptions as key to a definition of corporate reputation; thus, it will 
use annual reports from over 2,500 companies to identify senior executives’ 
perceptions of the importance of different issues or dimensions underlying corporate 
reputation. The recognition that perceptions can be held on more than one issue leads 
to the second key point within Fombrun’s (1996) definition, which has not been so 
widely accepted.  
 
2.3.2  The Aggregate and Issue Specific Debate 
While the perceptual nature of reputation is well supported, the second 
component of Fombrun’s (1996) definition concerning the aggregation of these 
perceptions from all stakeholders has generated considerable debate (Wartick, 2002; 
Barnett et al., 2006; Walker, 2010). Wartick (2002) suggested that there are two 
reasons for a need to aggregate stakeholder perceptions into one overall measure of 
corporate reputation: firstly, to fit a definition to the Fortune-type ratings (discussed 
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below) which are often used as a measure of overall corporate reputation; and 
secondly to reconcile the terms ‘image’ (external perceptions) and ‘identity’ (internal 
perceptions) into one construct.  
It is not surprising that different stakeholders may have different perceptions 
about a firm. For instance, Carter and Deephouse (1999) found that Wal-Mart had 
different reputations in the eyes of different stakeholders, that is, while Wal-Mart 
was seen by investors and customers to have a ‘good’ reputation, it was perceived as 
‘tough’ by suppliers (Carter and Deephouse, 1999). According to Wartick (2002, 
377), the development of an accurate measure of overall corporate reputation that 
follows this approach relies on creating “a nearly exhaustive list of stakeholder 
groups.” Doing this in practice is, however, very difficult given that reputations are 
also often seen as being issue specific (Fombrun 1990; Walker 2010). For example, a 
firm may have an excellent reputation for profitability, but a poor reputation for 
quality or environmental concern. Barnett et al. (2006, 34) also identified that 
perceptions or assessments of corporate reputation made by stakeholders usually 
involve more than one issue. They defined reputation as “observers’ collective 
judgments of a corporation based on assessments of the financial, social, and 
environmental impacts attributed to the corporation over time.” The inclusion of 
financial, social, and environmental aspects of corporate reputation is consistent with 
the views of several researchers who have investigated the underlying sources or 
dimensions of corporate reputation (Roberts and Dowling, 2002; Schwaiger, 2004; 
de Castro et al., 2006).  
While limiting a definition to three specific elements is admirable in that it 
remains consistent with a triple-bottom-line approach (Elkington, 1997), it limits our 
ability to further our understanding in the area by restricting the number of potential 
dimensions observers may consider in their assessment of a firm’s overall reputation. 
Rather than restricting the researcher to an a priori set of specific underlying 
reputational dimensions, Walker’s (2010) definition recognised that there may be 
more than just three underlying sources of corporate reputation, and therefore used 
the term ‘issues’ rather than providing a specific list of sources. As such, Walker’s 
(2010) definition provides an appropriate starting point for the current study because 
it allows for the investigation of other potential sources of reputation outside those 
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included in earlier, restrictive definitions. The final key point of Fombrun’s (1996) 
original definition also met with some debate from within existing literature. 
 
2.3.3  The Comparative Nature of Reputation 
Fombrun’s (1996, 72) definition also includes the concept of stakeholder 
comparison of a firm “with other leading rivals.” There is recognition from within 
existing literature that while comparison is an obvious aspect in the development of 
corporate reputation, this comparison may not necessarily be made among leaders in 
a particular field (Wartick, 2002; Carter, 2006; Rhee and Haunschild, 2006; Walker, 
2010). Examples include research into the temporal stability of corporate reputation 
(Dunbar and Schwalbach, 2000), financial performance (Roberts and Dowling, 
2002), or comparison with industry average (Wartick, 2002). Carter, (2006, 1145) 
defined reputation as “a set of key characteristics attributed to a firm by various 
stakeholders”, and while this is clearly an appropriate definition of corporate 
reputation, it makes no reference to competitors or comparison with others in an 
industry or field. This definition does, however, suggest ‘comparison’. Rather than 
comparison occurring among competitors or industry leaders, the comparison in this 
instance is between various stakeholders’ identifications of a set of key 
characteristics of the firm. Another example is that offered by Rhee and Haunschild 
(2006, 102), which also highlighted the notion of comparison through the 
“consumer’s subjective evaluation of the perceived quality of the producer.” While, 
arguably, this definition does imply comparison with other firms, it does suggest that 
comparison is among the different perceptions that consumers hold of the quality of 
a firm’s product. Given the multi-disciplinary nature of corporate reputation, the use 
of a definition focused only on comparison with other leading rivals is limiting.  
Therefore, there is a need for a more open definition that is not restricted to 
comparisons only among leaders in the field (Barnett et al., 2006). Walker’s (2010, 
370) definition removes this restriction by highlighting that the comparison is made 
“against some standard”, rather than specifying leaders alone. This approach 
therefore does not limit comparison to leaders in a field as suggested by Fombrun 
(1996); it allows comparison with other standards of interest to the researcher. 
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Additionally, following on from Barnett et al. (2006) and Wartick (2002), Walker 
(2010, 369) identified two further important points related to the definition of 
corporate reputation, namely, that it “can be either positive or negative, and that it is 
stable and enduring.”   
 
2.3.4  Reputation as either Positive or Negative 
Much previous reputational research has recognised that corporate reputation 
can be either positive or negative (Fombrun and Shanley, 1990; Bromley, 2000; 
Whetten and Mackey, 2002; Rindova et al., 2005), albeit generally indirectly. One 
exception to this observation is the work by Mahon (2002). While he used the 
Webster’s Dictionary (1983) definition, it is clear that when a comparison is made it 
is either “favourable or unfavourable”, that is, either positive or negative (Mahon, 
2002, 417). Whetten and Mackey (2002, 401) offered another definition that also 
highlighted the need to recognise the positive/negative nature of reputation. They 
suggested that “reputation is a particular type of feedback”. Since ‘feedback’ can be 
either positive, negative, or both, there is strong support for the notion that reputation 
can also be positive or negative, or both. Recognising that reputation has the 
potential to be concurrently positive and negative is important. This 
acknowledgement reinforces point two, above, in that a firm is often evaluated on a 
number of different criteria depending on the stakeholder in question, and that firms 
may be regarded highly on one or more criteria while regarded poorly on another. 
Walker (2010) also suggested that corporate reputation represents a collective and 
multidimensional construct that is an aggregated perception of many individuals. 
Therefore, a definition of corporate reputation must highlight the potential for it to be 
positive, negative, or both. Furthermore, Walker suggested that it is necessary for a 
definition of corporate reputation to include reference to positive or negative 
conditions, as it is “consistent with the comparative nature of the construct” (2010, 
370). He went on to suggest that a definition of corporate reputation must also 
include reference to the stability or the ‘enduring’ quality of a reputation (Walker, 
2010). 
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2.3.5  Temporal Nature of Reputation 
Consistent with the other key constructs seen to underpin a definition of 
corporate reputation, the notion of temporal stability was frequently investigated in 
earlier studies (Hall, 1992; Gray and Balmer, 1998, Dunbar and Schwalbach, 2000; 
Roberts and Dowling, 2002; Rhee and Haunschild, 2006). For instance, Weigelt and 
Camerer (1988, 443) defined reputation as “a set of attributes ascribed to a firm, 
inferred from the firm’s past actions.” This early definition clearly links the notion of 
reputation with the actions of a firm over time, suggesting a temporal aspect to the 
definition. Furthermore, Fombrun’s (1996, 72) widely cited definition highlighted 
that reputation is more than merely past actions; rather, it should be a “representation 
of a company’s past actions and future prospects.” These observations provide clear 
evidence of the temporal nature of corporate reputation. Fombrun and Van Riel 
(1997, 10) also referred to the temporal nature of corporate reputation when they 
pointed out that reputation is a “collective representation of a firm’s past actions and 
results.” Additionally, while not including the temporal aspect in a definition, several 
authors nevertheless highlighted this in their articles (Gray and Balmer, 1998; 
Roberts and Dowling, 2002), with Gray and Balmer (1998, 697) stating that 
“corporate reputations, typically, evolve over time as a result of consistent 
performance, reinforced by effective communication”, and Roberts and Dowling 
(2002) identifying that well regarded firms are better able to sustain superior profits 
over time. Several other studies (e.g. Herbig, Milewicz and Golden, 1994; Vergin 
and Qoronflech, 1998) that investigated the relative stability of corporate reputation 
have recognised the temporal nature of the construct. Given that there is relatively 
broad acceptance of the temporal nature of corporate reputation and that many 
empirical studies have concentrated on measuring its relationship with, for example, 
financial performance over time, it is proper that this concept be included in any 
definition. 
While reputation is acknowledged as having a temporal aspect, this has rarely 
been explicitly included in definitions of corporate reputation (Walker, 2010), with 
the exception of Barnett et al. (2006). By reviewing the literature relating to 
corporate reputation, Barnett et al. (2006, 34) developed a definition of corporate 
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reputation that included reference to its temporal nature, or “impacts attributed to the 
corporation over time.” Working initially with Fombrun’s (1996) definition and 
expanding on the work by Barnett et al. (2006), Walker (2010, 370) not only 
included the notion of time, but also stated that it was “relatively stable.” By 
including the notion of temporal stability rather than merely referring to time, 
Walker (2010) more accurately defined corporate reputation.  
To summarise, it is not surprising that several terms have become closely 
associated or used interchangeably within reputation literature, given the level of 
multi-disciplinary interest in the concept. In particular, the definitions and uses of the 
terms ‘image’ and ‘identity’ have generated considerable debate, underlying 
constructs and inter-changeability with the term ‘reputation’. The notion that ‘image’ 
is the perception of the firm as seen by external stakeholders has found growing 
support amongst authors in a range of disciplines. The second commonly used term, 
‘identity’, has been closely linked with the culture of a firm, or the internal 
perception of the firm. One approach to understanding ‘identity’ is the view that it is 
seen as the “identity of the firm – what the firm actually is”, rather than stakeholders’ 
level of identification with aspects of the firm (Barnett et al., 2006, 33). While this is 
also widely acknowledged, literature has suggested that the concept of corporate 
reputation is much broader than merely ‘image’ or ‘identity’ alone.  
This observation has led to increasing support for the view that the concepts 
of ‘identity’ and ‘image’ should be investigated using an integrated perspective 
rather than viewing these concepts as isolated phenomena. Several authors have 
highlighted that overall corporate reputation cannot be divorced from its internal and 
external constructs (Fombrun, 1996; Fombrun and van Riel, 1997; Wartick, 2002; 
Barnett et al., 2006; Abratt and Kleyn, 2012). This suggests that any definition of 
corporate reputation must therefore recognise both internal and external 
stakeholders. The definition developed by Walker (2010) goes some way to dealing 
with this concern.  
In building on the work of Fombrun (1996), Walker’s (2010, 370) definition 
of corporate reputation as “a relatively stable, issue specific aggregate perceptual 
representation of a company’s past actions and future prospects, compared against 
some standard” includes the three main arguments of a number of earlier definitions, 
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as well as acknowledging that reputations can be either positive or negative and that 
they are relatively stable over time. These two additional key attributes of a 
definition of corporate reputation are well supported by the literature. Furthermore, 
by using this definition as a basis for defining corporate reputation, it is possible to 
address the concerns raised in the literature relating to the issues, or the sources, of 
corporate reputation. This is preferable to relying on pre-established lists, such as 
that proposed by Barnett et al. (2006), which specified only three potential 
underlying sources or dimensions of corporate reputation: financial, social and 
environmental. However, despite this specificity, Barnett et al. (2006) also 
recognised that corporate reputation comprises a range of dimensions and that one of 
these dimensions is financial performance, whereas the remaining two (social and 
environmental) are far more intangible than financial performance. Therefore, this 
current study will investigate a broader set of reputational attributes from a resource 
based view (RBV) framework, and concentrate on intangible resources as potential 
sources or dimensions of corporate reputation.  
 
2.4  Corporate Reputation Through a Resource-based Lens 
Intangible resources have long been identified by senior executives as being 
vital to the success of the firm (Wernerfelt, 1984; Barney, 1991; Hall, 1992). The 
notion that a firm can be viewed as a collection of resources integrated in a particular 
way to provide competitive advantage dates to Penrose’s (1959) work on the ‘Theory 
of Growth of the Firm’. She highlighted the relationships between heterogeneous 
firm resources, the firm’s capacity to utilise them effectively, and the subsequent 
impact on competitive advantage (Kor and Mahoney, 2004). Following this, 
Wernerfelt (1984) used the concept of resources to address key questions in relation 
to the strategy adopted by diversified firms. He did this in response to what he saw 
as a restrictive product-market or the competitive environment perspective as 
outlined by Porter (2004).  
Wernerfelt’s (1984) contribution was significant for another reason. He took 
the definition of resources, normally studied under the auspices of economics (e.g., 
capital, labour, plant, property), and specified additional resources of a more 
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‘intangible’ nature, such as employee know-how, efficient procedures and brand 
name. This approach moved the view of the firm from that of an entity at the mercy 
of its competitive environment and one which relied on industry-specific physical 
resources, to one that could harness a set of heterogeneous tangible and intangible 
resources in order to generate sustainable competitive advantage. This suggests that 
it is the manner in which a firm integrates its tangible and intangible resources that 
enables it to differentiate itself from competitors and create the basis for sustainable 
competitive advantage. Therefore, if competitive advantage is based on the ability of 
an organisation to leverage tangible and intangible resources, how do we identify 
what makes those resources more or less valuable for creating competitive 
advantage?   
Barney (1991) provided one influential approach to identifying those 
resources seen as critical to an organisation’s competitive advantage. He developed a 
framework with a set of attributes which, when applied to specific resources, 
provides an insight into firm capabilities that may have been neglected in earlier 
approaches. According to Barney (1991), competitive advantage will be gained by 
organisations that have one or more resources which, when combined with firm 
specific capabilities, provide the leverage for management to differentiate a product 
or service within an industry sector. An organisation’s ability to create competitive 
advantage is said to be derived from its access to resources considered to be 
valuable, rare, imperfectly imitable, and non-substitutable (Barney, 1991). Further, a 
resource is considered to be valuable when the value derived from it by the firm is 
greater than its raw value to the market. This is because the firm has skills and 
knowledge that enable it to leverage this particular resource more effectively than its 
competitors (Rubin, 1973). Corporate reputation is seen to have this value within the 
context of the RBV, as it comes from the ability of an organisation to leverage its 
reputation in such a way that mitigates claims made by competitors in relation to 
specific aspects of their service offer. This creates economic value for the company 
due to the firm’s capacity to, for example, charge higher prices (Fombrun and 
Shanley, 1990) or attract talented staff (Gatewood, Gowan and Lautenschlager, 
1993).  
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2.4.1  Value and Rarity 
A valuable resource such as service culture or brand name must also be rare 
so that a firm can exploit it in a manner that competitors cannot imitate. Barney 
(1991) suggested that organisations in the same market relying on the same valuable 
resource will not be able to sustain competitive advantage as the ability to 
differentiate is lost. The attribute of rarity is confirmed on these resources because 
not all participants in an industry will have the same standing in relation to a 
particular resource that is seen as important by stakeholders. In this context, a 
particular resource can be seen as rare because it is the ability of a firm to 
differentiate itself from its competitors on a particular aspect of its service or product 
offering that enables it to develop, for example, a reputation for innovation or 
quality. This rarity may be seen largely as a result of the fact that these resources 
also have the other two attributes: imperfect imitability and non-substitutability.  
 
2.4.2  Imperfect Imitability 
These two attributes relate to the need to prevent competitors from copying 
and/or substituting resources, or combinations of resources, with a view to mitigating 
the advantage held by the original resource holder. As a result, firms need to ensure 
that the resources seen as critical to their competitive advantage are not rendered 
obsolete through either imitation or substitution. Imperfectly imitable (inimitable) 
resources are ones that are difficult for other firms to copy or acquire. Barney (1991) 
highlighted that resources considered to be imperfectly imitable arise from complex 
social interactions that are causally ambiguous. He suggested that this is because 
their origins are based upon unique historical conditions specific to a firm which, 
therefore, cannot be easily replicated by another firm with exactly the same outcome. 
Furthermore, even if a specific set of resources is copied ‘exactly’, how they interact 
is unlikely to be exactly the same given the causally ambiguous relationships. 
Examples of resources meeting this criterion include organisational culture, brand 
name and innovativeness. Corporate culture meets this criterion as it is hard to 
imitate precisely, given that its development relies on socially complex interactions 
that are themselves dependent on unique historical conditions unlikely to occur 
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simultaneously, and/or in the same chronological order, in two or more 
organisations. The unique historical context with which a company operates creates 
contingencies that make the development of a firms’ culture causally ambiguous, 
thereby limiting a competitor’s ability to successfully imitate that particular firm’s 
culture. 
2.4.3  Non-substitutability 
The final attribute used to help identify resources that are critical to a firm’s 
competitive advantage is non-substitutability. According to Barney (1991), resources 
must be non-substitutable because this prevents competitors from realising the 
effects of a particular resource through the combination of other resources that fulfil 
the same function. Specifically, if a firm has a resource that is seen as both valuable 
and rare, then a competitor may be able to leverage another resource, or some 
combination of them, in such a way that they realise the same benefits as the firm 
with the original valuable and rare resource. Corporate culture is non-substitutable 
because it is difficult to substitute with other resources, or combinations of them, as 
a replacement for corporate culture. Even if a firm has the capacity to exploit 
multiple resources, a culture remains non-substitutable because it is unlikely that a 
competitor will be able to leverage their resources in such a way that allows them to 
develop a better culture for the same attribute relative to that of the original firm.  
 
2.4.4  Corporate Reputation from the RBV 
Corporate reputation is an intangible resource when considered within the 
context of the RBV and the four attributes described earlier. Further, it is important 
to note that it is the intangible resources that have the greatest impact on 
performance. Given the recognition of the relationship between intangible resources 
and firm performance, corporate reputation can be viewed from an RBV perspective 
as a critical intangible resource (Barney, 1986; Dierickx and Cool, 1989; Abimbola 
and Kocak, 2007; Hall 1992; Roberts and Dowling, 2002). Rao (1994, 29) 
summarized this view as follows; “a core element of the resource-based perspective 
is the proposition that intangible resources such as reputation significantly contribute 
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to performance differences among organisations...” However, despite this 
recognition, the RBV is at present of limited value to empirically identify such 
resources.  
A regular criticism made of the RBV is the circular logic used to justify 
whether particular organisational characteristics represent valuable resources in RBV 
terms (Priem and Butler, 2001; Newbert, 2007). This is because intangible resources 
are causally ambiguous, socially complex, and represent unique historical 
contingencies that they are not defined a priori. As a result, the “vast majority of 
contributions within the RBV have been of a conceptual rather than an empirical 
nature” (Fahy, 2000, 96). Within the context of the RBV, empirical research 
typically aims to determine whether a resource is valuable, based on whether it has 
been shown to result in superior performance. Researchers recognise this superior 
performance and then seek to identify its causes. As such, they find themselves 
following a tautology: “resources are seen to lead to competitive advantage, but it is 
this assumption that, in turn, defines relevant competitive structures, which in turn 
defines what is a valuable resource” (Fahy, 2000, 98).  
This means that the relationship between intangible resources and 
performance is often investigated on a post-hoc basis and, as such, is not very helpful 
in the study of the elements that make up a construct such as corporate reputation. 
However, Hall’s (1992) study of executives’ perceptions of firms’ intangible 
resources and their relative importance in relation to organisational success provides 
a useful starting point for investigating the underlying sources of a firm’s reputation, 
by viewing it as stemming from different kinds of intangible resources possessed by 
firms.  
 
2.4.5  Intangible Resources as Sources of Corporate Reputation 
Tangible resources have been defined as organisations’ financial and physical 
assets (Grant, 1991; Galbreath, 2005); this means that tangible resources are those 
which have a physical or financial value as listed on a firm’s balance sheet 
(Andersen and Kheam, 1998). Intangible resources are those which are non-physical 
or non-financial in nature (Galbreath, 2005), such as corporate reputation (Hall, 
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1992; Black, Carnes and Richardson, 2000; Roberts and Dowling, 2002; Schwaiger, 
2004), intellectual capital (Davidson, 2014) and human capital (Hitt, Biermant, 
Katsuhiko and Kochhar, 2001). While the literature acknowledges that both tangible 
and intangible resources can be important to corporate reputation the focus of this 
thesis is upon intangible resources while seeking to control for the influence of 
several major tangible resources. It adopts this focus for a number of reasons. First, 
the literature generally recognises the central importance intangibles play in the 
development of overall corporate reputation (Fombrun and Shanley, 1990; Hall, 
1992; Hitt, et al., 2001; Roberts and Dowling, 2002). Second, while the 
measurement of tangible resources has a long history relatively little empirical 
investigation of the main dimensions of intangible resources in relation to corporate 
reputation has occurred even though Roberts and Dowling (2002) note that in terms 
of reputation, only 15% of the variance in firms’ relative reputation can be attributed 
to prior financial performance. Third, the thesis identifies a reputational dimension 
that reflects the importance of one key tangible resource – financial reputation. 
Finally, this thesis statistically controls for two important measures of firms’ tangible 
resources when analysing the effects of intangible reputational resources upon firms’ 
future financial performance. These are firms’ previous financial performance 
(previous ROA, ROE, PER) and firm size (total sales), both of which have been 
viewed by earlier researchers as important tangible resources (Deephouse, 1997; 
Sobol and Farrelly, 1988; Fombrun and Shanley, 1990; Roberts and Dowling, 2002).  
Hall (1992) studied the relative importance that senior executives attributed 
to different kinds of intangible resources as sources of firms’ overall reputation. 
Through the results of a survey conducted amongst CEOs across a range of United 
Kingdom industries (N=95), he identified 13 intangible resources that senior 
executives ranked as the most critical to firm success, including employee know-
how, organisational culture, public knowledge and intellectual property. The author 
noted that “there was no significant difference in the rankings as a result of sector, or 
level of performance” (1992, 143). Also, when comparing executives’ rankings 
provided for both 1987 and 1990, Hall found little evidence of movement, 
suggesting a degree of stability over time. These observations highlight that the 13 
intangible resources seen by executives as having the most impact on firm success 
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varied little over time, albeit a relatively short period, despite differences in sector 
and levels of firm performance. A number of other researchers have also identified 
intangible resources as important underlying sources of overall corporate reputation 
(Dollinger, Golden and Saxton, 1997; Schwaiger, 2004; de Castro, López and Sáez, 
2006).  
Dollinger, Golden and Saxton (1997) investigated the effect of reputation 
across three reputational sources or dimensions on the decision to joint venture by 
asking MBA and Executive MBA students (N=170) to assume the role of CEO and 
determine, given a standard scenario, whether they would enter into a joint venture 
with a particular firm. The scenario was adapted from a newspaper article about an 
actual joint venture which described the circumstances of a potential joint venture, 
with an emphasis on three reputational dimensions: product quality, executive 
quality, and financial performance. Subjects were then asked to answer a number of 
questions about the proposed venture. By analysing these responses, Dollinger et al. 
(1997) found that product and management quality were seen as the most important 
dimensions underpinning the reputation of a firm, and that this impacted 
significantly on the decision to joint venture. They also found that financial 
reputation played a minor role in comparison to the other two elements. This finding 
not only concurs with Roberts and Dowling’s (2002) view that financial reputation is 
only one source of corporate reputation, but revealed that it is the other, ‘intangible’ 
dimensions which have the greatest impact. Therefore, it is evident that intangible 
resources, within the context of the RBV, act as sources of corporate reputation. This 
observation was further supported by Schwaiger’s (2004) research into what he 
termed the ‘components’ of corporate reputation.  
In his review of the measures of corporate reputation, Schwaiger (2004) 
noted that indices including both Fortune Magazine’s most admired companies 
(global (GMAC) and American (AMAC)), the German Manager Magazin’s 
‘Gesamtreputation’ and the Harris-Fombrun ‘Reputation Quotient’, were all based 
on a set of categories that can be viewed as intangible resources. These include, for 
example, quality of management, quality of employees, social behaviour and 
transparency and openness (Schwaiger, 2004).  While Schwaiger (2004) did not 
specifically identify these concepts as ‘intangible resources’, it is evident that in 
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most cases they correspond with what have been referred to by other reputation 
researchers. This also becomes evident when the categories from the authors 
discussed here are compared to those identified by de Castro, López and Sáez 
(2006), who did refer to these underlying sources of corporate reputation as 
‘intangible resources’.  
In an effort to identify the underlying sources of corporate reputation, De 
Castro, López and Sáez (2006) categorised a set of intangible resources into two 
broad groups: ‘business reputation’ and ‘social reputation’. The same eight criteria 
used by Fortune Magazine in their Reputation Index, referred to here as ‘intangible 
resources’, were seen as underlying attributes of corporate reputation. De Castro et 
al. (2006) defined ‘business reputation’ as a combination of those intangible 
resources that are recognised by stakeholders who are close to business operations, 
whereas ‘social reputation’ was defined as the impression of the firm held by 
stakeholders not closely associated with normal business operations. The ‘business 
reputation’ category included intangible resources such as managerial quality, 
innovation, and financial performance, while ‘social reputation’ included intangible 
resources that were primarily concerned with community and social responsibility.  
Therefore, the findings by Dollinger et al. (1997), Schwaiger (2004), and de 
Castro et al. (2006) provide support for the notion that intangible resources are 
sources of corporate reputation. Hall (1992) identified that intangible resources are 
also seen by executives as being critical to firm success and, by implication, are 
therefore valued by stakeholders. This research provides support for the idea that 
executives view firms’ intangible resources as important dimensions of corporate 
reputation. However, there are a number of limitations to previous attempts that 
endeavoured to identify and measure potentially important sources of corporate 
reputation, and this has led to inconsistency in results when considered in terms of 
their effect on financial performance. 
 
2.5  Inconsistent Results 
Financial benefits have been one of the many benefits of being well known 
and respected (Kotha et al., 2001). Therefore, a key aim of much reputational 
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research is the investigation of corporate reputation’s relationship with a firm’s 
financial performance. Several studies have investigated the impact of corporate 
social responsibility as one aspect of a firm’s reputation on financial performance 
(Peloza and Pepania, 2008; McGuire et al., 1988). Other studies have considered the 
relationship between overall corporate reputation and financial performance (Eberl 
and Schwaiger, 2005; Inglis, Morley and Sammut, 2006; Roberts and Dowling, 
2002; Rose and Thomsen, 2004), while still others analysed the time it takes 
reputation to impact financial performance (Riahi-Belkaoui and Pavlik, 1991; 
Srivastava, McIinish, Wood and Capraro, 1997). There is, however, little agreement 
on the results and conclusions. While there is some empirical evidence suggesting 
that there is little or no relationship between reputation and financial performance, 
these studies have been criticised on a number of aspects. These include attempting 
to assess ‘corporate reputation’ using measures heavily criticised in the literature (for 
example, the Fortune Reputation Index or its variants), relying on cross-sectional 
research designs, and using relatively small samples. A case in point is that of Inglis 
et al.’s (2006) study of the relationship between corporate reputation and financial 
performance involving Australian firms.  
Working with a sample of 77 Australian firms from 2003 and 2004, Inglis et 
al. (2006) investigated whether an increase or decrease in reputational standing, as 
measured by the ‘RepuTex’ ratings, was associated with a respective increase or 
decrease in financial performance. RepuTex is a private Australian company that 
collects reputation data from a range of community and business groups based on 
four critical elements of corporate reputation: corporate governance, workplace 
practices, social impact and environmental impact (Inglis et al., 2006). The authors 
also examined whether an increase or decrease in financial performance results in a 
higher or lower reputation (RepuTex Rating). They found that reputation did not 
affect financial performance nor did financial performance affect reputation. They 
drew attention to a range of limitations and suggested that these limitations had an 
impact on the results of the study. While Inglis et al. (2006) found no evidence of a 
relationship between firm performance and reputation, Eberl and Schwaiger’s results 
(2005) suggested the relationship was in fact bidirectional, and that different 
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components of corporate reputation and a firm’s future financial performance were 
related.  
Eberl and Schwaiger (2005) saw corporate reputation as a combination of 
two underlying elements, which they termed ‘cognitive’ and ‘affective’ reputation. 
‘Affective reputation’ was explained as an ‘emotional’ attachment to a firm, 
primarily through respect for the company’s product quality, customer focus and 
environmental responsibility, whereas ‘cognitive reputation’ was seen more in terms 
of competence of management in generating continued profits and the overall 
financial stability of the firm (Schwaiger, 2004). Eberl and Schwaiger (2005) found 
that cognitive reputation had a significant positive effect on future financial 
performance, while affective reputation had a negative impact on future financial 
performance. Limitations in Eberl and Schwaiger’s (2005) study include its cross-
sectional nature (in that it only measured reputation in 2002), its reliance on the 
general public to assess ‘corporate reputation’ as an overall measure, and its use of a 
small sample of German companies (N=30).  
Rose and Thomsen (2004) also investigated the relationship between 
corporate reputation and financial performance using a dataset of Danish firms 
(N=62). Unlike Eberl and Schwaiger (2005), Rose and Thomsen (2004) found that 
reputation did not improve financial performance, whereas financial performance 
had a positive influence on reputation. However, they relied on reputation ratings 
published in a Danish business periodical, which each year rated “the image of 
leading Danish companies based on a questionnaire sent to Danish business 
managers” (Rose and Thomsen, 2004, 204). This approach was similar to that used 
for Fortune type ratings. Consequently, the findings might reflect a strong correlation 
between ratings of this type and accounting measures of financial performance 
(Fryxell, and Wang, 1994). In explaining the relationship between corporate 
reputation and financial performance as ‘circular’, Rose and Thomsen (2004),  
suggested that past profitability (‘financial reputation’) affects a firm’s overall 
corporate reputation, which in turn affects future financial performance. A study that 
addressed several of the limitations identified in earlier research was conducted by 
Roberts and Dowling (2002).  
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Roberts and Dowling (2002) not only identified a relationship between 
reputation and performance, but (somewhat like Eberl and Schwaiger (2005)) also an 
element of reputation they saw as distinct from financial reputation, termed ‘residual 
reputation’. This is a broad concept and highlights the multi-dimensional nature of 
the relationship between financial performance and corporate reputation. While 
Roberts and Dowling (2002) provided substantial insight into the underlying 
constructs of corporate reputation, the reliance on Fortune ratings as measures of 
overall corporate reputation suggests that their findings might be once again biased 
by the association between reputation ratings and measures of financial performance 
(Brown and Perry, 1994; Eberl and Schwaiger, 2005; Fombrun and Shanley, 1990; 
Fryxell and Wang, 1994). Further, the underlying construct they identified as 
‘residual reputation’ is quite broad and as such could be further developed to expand 
our understanding of the dimensions of corporate reputation. The research proposed 
here follows that conducted by Roberts and Dowling (2002) and seeks to overcome 
two major limitations in their study: a reliance on Fortune ratings, and the use of 
only two broad underlying constructs of corporate reputation. These inconclusive 
results suggest that there is still much to gain from investigating the relationship 
between the dimensions of corporate reputation and future financial performance, 
given that these studies typically have a number of important methodological 
limitations. These include focussing on only one or two underlying reputational 
dimensions, attempting to measure overall corporate reputation, or relying on a 
selection of particular reputational dimensions derived with little empirical support. 
 
2.6  Limitations of Earlier Approaches to Measuring Corporate Reputation 
The limitations of earlier research centre around three key measurement 
concerns. Firstly, much of the earlier research aimed to quantify corporate reputation 
in order to arrive at a single measure of ‘standing’ in comparison to other 
organisations. This has proven problematic given that researchers generally rely on 
Fortune Magazine’s Reputation Index, which is strongly related to financial 
performance (Brown and Perry 1994; Fryxell and Wang, 1994). Secondly, while the 
Fortune Index can be criticised for its limitations, one fact that cannot be overlooked 
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is the degree of influence that financial performance has on corporate reputation. 
There is considerable agreement that one major aspect of a firm’s reputation rests on 
its record or history of achievement in the domain of financial performance 
(Gabbioneta, Ravasi and Mazzola, 2007; Fombrun and Shanley, 1990). Finally, 
despite evidence that intangible resources are potentially important sources of 
corporate reputation, there is little agreement as to the specific intangible resources 
that are critical to describing corporate reputation. While earlier attempts at 
identifying the underlying sources of corporate reputation provide a valuable guide 
to the present research, measurement has had several limitations. The following 
section will explain the limitations of previous measures and approaches and how 
this current study seeks to overcome them.  
 
2.6.1  Fortune  Reputation Indices 
The key instrument cited in much of the existing reputation literature is 
Fortune Magazine’s ‘most admired companies’ reputation index’ (FMAC). In 
Fortune’s survey, the ten largest US firms in 30 industry groups were rated by over 
8,000 experts, including corporate executives, corporate analysts and external 
directors (Griffin and Mahon, 1997). Industry experts were selected because of their 
familiarity with the specific industry they were to evaluate. In the survey, these 
experts were drawn from their respective industries and given direct access to 
internal firm and industry information upon which to base their decisions in relation 
to the eight attributes they were asked to assess (McGuire, Sundren and Schneeweis, 
1988). While studies using the FMAC as a measure of corporate reputation are 
common (Gatewood, Gowan and Lautenschlager 1993; McGuire, Sundren and 
Schneeweis, 1988; Bennett and Gabriel, 2003), an important criticism of the level of 
reliance on this index is that it is mainly a measure of firms’ current or recent 
financial performance, rather than overall reputation (Brown and Perry 1994; Fryxell 
and Wang, 1994; Lewellyn, 2002; Wartick, 2002; Walker, 2010).  
The degree of influence that financial performance has on the FMAC ratings 
becomes evident when the attributes used in the assessment of firms’ reputation are 
considered in terms of their similarity to standard accounting information. The eight 
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attributes rated by FMAC raters are long-term investment value, financial soundness, 
use of corporate assets, quality of management, quality of products and services, 
innovativeness, use of corporate talent, and community and environmental 
responsibility. It is evident that the largest number of attributes and the most specific 
are concerned with financial performance. Fombrun and Shanley (1990), when 
examining the relationship between reputation and financial performance of 
American companies (N=292), identified that the underlying attributes assessed by 
Fortune were “not conceptually distinct and demonstrate considerable empirical 
relatedness”. They factor analysed the eight attributes and extracted one factor which 
explained 84% of the variance (Fombrun and Shanley (1990, 245). The authors then 
used regression analysis and identified that financial performance accounted for 53% 
of the variance of the overall rating in the FMAC survey (measured as adjusted R
2
) 
(Fombrun and Shanley (1990, 250). Therefore, it can be suggested that one problem 
with using the FMAC ratings to study the effects of corporate reputation on future 
financial performance is that one is really studying the effects of previous financial 
performance on future financial performance, which is an interesting but quite 
different issue. Another study that highlights the influence of prior financial 
performance on FMAC ratings is that conducted by McGuire, Schneeweis and 
Branch (1990).  
McGuire, Schneeweis and Branch (1990) examined both the influence of 
reputation on performance as well as the potential for prior financial performance to 
influence firms’ reputation (N=131) as rated by the FMAC index in 1983, its first 
year of publication. Their results highlighted significant correlations between seven 
of the eight attributes used to assess reputation with an average correlation of .75, 
while the variable representing community and environmental responsibility had a 
lower correlation (.67) (1990, 170). McGuire, Schneeweis and Branch’s (1990) 
reported regression results suggested that 42% of the variance in the FMAC rating 
(measured as adjusted R
2
) could be attributed to prior financial performance, 
specifically, debt/asset ratio, average assets and ROA. The authors also pointed out 
that the FMAC reputational items dealing with financial performance “are highly 
correlated with standard accounting information” (1988, 860).  
  
 
63 
 
 
Somewhat surprisingly, some researchers have relied on this correlation as a 
basis for claiming that this makes it more likely that other aspects of corporate 
reputation included in the indices such as community/environmental responsibility 
are also valid (McGuire, Sundren and Schneeweis 1988; Wokutch and Spencer, 
1987). McGuire, Sundren and Schneeweis (1988) compared the FMAC ratings in 
1983 and then averaged them for the period 1983-1985, with a rating of corporate 
social responsibility provided by the Council on Economic Priorities in 1987 (N=58). 
They highlighted that the correlation between the two sets of data was ‘not strong’ 
(.47) and suggested that the results reflected the fact that the Council on Economic 
Priorities excludes many industries surveyed by Fortune, such as arms production, as 
these industries are considered to lack corporate social responsibility given the 
nature of their product. This suggests that while there is ‘some’ relationship between 
the FMAC measure of corporate responsibility, it is only marginally related to other 
measures of corporate social responsibility. Wokutch and Spencer (1987) also relied 
on FMAC survey ratings as a measure of corporate social responsibility in their 
study of the effect of corporate reputation on financial performance (N=130).  
Wokutch and Spencer (1987) argued that the Fortune rating was an 
improvement on other ratings of CSR because respondents (e.g., industry analysts, 
company executives and external directors) only rate firms from industries with 
which they are familiar (Wokutch and Spencer, 1987). However, the authors also 
highlighted two significant limitations of this approach. Firstly, they suggested that 
because the term ‘corporate social responsibility’ can be interpreted differently, 
“there may be some question as to the congruency of the dimensions considered by 
each [respondent] when they rate firms” (1987, 68). Secondly, the authors identified 
significant correlations, ranging from .67 to .84, between the Fortune attribute 
representing CSR and the other seven attributes used in the survey. They went on to 
highlight that this may mean that Fortune’s CSR measure “may be as representative 
of a company's overall image or reputation as it is of its social responsibility” (1987, 
68), thereby limiting the generalizability of these results. Both Fryxell and Wang 
(1994), and Brown and Perry (1994) acknowledged this limitation of the FMAC 
reputation index and examined the influence of prior financial performance on both 
the individual Fortune attributes and the overall reputation rating.  
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Working with FMAC ratings for the years 1985 to 1989, Fryxell and Wang 
(1994) examined the relationships among the eight underlying Fortune attributes 
using four competing models (N=292). The strength of each model was then 
evaluated with confirmatory factor analysis, controlled for industry differences. The 
models were defined in terms of the number of factors upon which the Fortune 
attributes were anticipated to load. They include what Fryxell and Wang (1994, 3) 
termed a ‘null’ model, in which each factor “perfectly and orthogonally measures a 
unique attribute”; a single factor model, which represents a single overall measure of 
corporate reputation; a two factor model, where the three financial attributes load on 
a single factor (‘financial ends’) and the remaining attributes load on a separate and 
distinct factor (‘capabilities and strategic means’). The final model, termed the 
‘dominant factor model’ by the authors, modifies the two factor model in that it 
proposes that each of the eight attributes can load on both the ‘financial ends’ and 
the ‘capabilities and strategic means’ factors. While results provide some support for 
the first and second models, the evidence supporting the dominant factor model is by 
far the most convincing. Fryxell and Wang (1994) showed that all of the eight 
attributes used in the Fortune ratings loaded on the factor identified as ‘financial 
ends’. They concluded that these results were “strongly suggesting of a halo effect 
where evaluations of the financial prowess of a company are projected onto” the 
other non-financial reputational attributes (1994, 9). Similarly, Brown and Perry 
(1994) highlighted the influence of prior financial performance on each of the eight 
underlying attributes used by Fortune in the survey, as well as the rating for overall 
corporate reputation.   
Brown and Perry (1994) sought to remove what they too identified as a 
‘financial halo’ from the Fortune ratings, given what they identified as the influence 
of previous financial performance. Using regression of the financial data for 234 
firms, averaged over four years (1988-1991), and reputation scores from 1991, 
Brown and Perry (1994) identified that combined Fortune ratings explained 55% of 
the variance in financial performance, whereas the attribute defined by Fortune as 
‘soundness of financial position’ had the highest explanatory power with an adjusted 
R
2
 of .59. The authors went on to say that innovativeness, an attribute not expected to 
correlate with financial performance, was also significantly correlated (adj. R
2
 = .36). 
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This further supports the argument that Fortune ratings, both for overall corporate 
reputation and each of the underlying attributes, are heavily influenced by previous 
financial performance.  
With this criticism in mind, some authors have attempted to use alternative 
measures of corporate reputation. However, these attempts also introduce limitations 
that may subsequently limit the generalizability of results. This limitation appears to 
have the greatest impact on research findings when researchers seek to measure 
corporate reputation as a single construct, as this measurement tends to over-value 
the financial performance dimension while under-valuing other non-financial 
elements.  
This suggests that a necessary step in understanding corporate reputation is a 
deeper investigation of the construct itself, rather than another attempt at measuring 
‘overall’ corporate reputation. This would contribute to a clearer picture of the 
underlying sources or ‘dimensions’ by removing a focus on the financials and 
including more of the non-financial information which, in combination, represent 
overall corporate reputation (Roberts and Dowling, 2002). This is preferable to 
devoting more effort to debating the merits of current measures that were developed 
in the absence of any guiding theory or with a largely practitioner audience in mind. 
Furthermore, despite the widespread use of Fortune-type measures of corporate 
reputation, results remain largely inconsistent.  
 
2.7  Assumptions about the Relationship between Corporate Reputation and Long-
term Financial Performance  
Much reputational research has been concerned with investigating the 
relationship between corporate reputation and financial performance. It has long 
been assumed that reputation has a positive impact on future financial performance 
because firms with better reputations have a greater capacity to increase prices and 
retain customers, and attract higher quality managers and employees as well as 
capable strategic partners and more committed investors (Fombrun and Shanley, 
1990; Fryxell and Wang, 1994; Devine and Halpern, 2001; Deephouse, 2000). 
Despite the intuitively appealing nature of this assumption, Roberts and Dowling 
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(1997, 134) pointed out that “much of the research that tests the claim that a good 
corporate reputation directly creates such value has produced conflicting findings”. 
In fact, as Sabate and Puente (2003) pointed out, research has tended to focus on 
answering two main questions: firstly, the nature of causality (reputation  
performance or performance  reputation?) and, secondly, the sign of the 
relationship (is it a positive or a negative relationship?). Hence, the main focus of the 
present chapter is on whether corporate reputation influences (positively or 
negatively) future financial performance, and the nature of possible underlying 
mechanisms for this influence.  
This thesis argues that the lack of consistency as noted by Roberts and 
Dowling (1997) can be attributed, in part at least, to two interrelated causes. Sabate 
and Puente (2003) noted that one major theme of reputational research has 
concentrated on establishing whether there is a direct empirical association between 
reputation and financial performance. Much of this research has tended to rely on a 
common approach, that is, assessing the association between some measure of firms’ 
reputation and some measure of firms’ current or future financial performance. As 
Dowling (2003, 134) pointed out, this type of approach assumes that “good 
corporate reputation directly creates” this outcome (emphasis added). One result of 
this has been (except in general terms) that little attention has been given to the 
processes or mechanisms underlying the potential relationship between corporate 
reputation and performance. The assumption of ‘direct benefit’ also implies that 
firms with good reputations have superior financial performance at all points in time 
because of their superior ‘reputational resources’, irrespective of the general 
environment or the specific conditions that firms are facing. This assumption is 
reflected in much of the existing literature. 
 
2.7.1 Studies Assuming Direct Effects of Corporate Reputation on Firm Performance 
Studies examining the relationship between corporate reputation and firm 
performance are not uncommon (McGuire, Schneeweis and Branch, 1990; Nanda, 
Schneeweis and Enroth., 1996; Dunbar and Schwalbach, 2000; Rose and Thomsen, 
2004). These studies will be examined in order to identify some of the evident 
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similarities in their assumptions and approaches against which to compare an 
alternative ‘resilience’ approach taken here.  
McGuire et al. (1990) examined the relationship between firm reputation and 
both previous and future financial performance using a sample of the ten largest 
firms from 31 US industries. While the authors use a short-term, yet longitudinal 
approach to assess financial performance, reputation was measured only once, 
specifically, the 1983 Fortune AMAC ratings. Previous financial performance (1977-
1981) was calculated by averaging the result across those years for a range of 
separate accounting measures including ROA, sales growth and asset growth. Put 
simply, ROA was averaged over a six-year period to obtain an average measure of 
ROA, as was sales growth and asset growth. Future financial performance was 
determined similarly, by averaging firm performance data for the same measures for 
the years 1982 to 1984. Initially, the authors applied regression analysis to determine 
whether there was an association between previous financial performance and firm 
reputation. Then, controlling for previous financial performance, regression analysis 
was again used to investigate the relationship between reputation and future financial 
performance. Consistent with much of the literature (Peloza and Pepania, 2008; 
Eberl and Schwaiger, 2005; Sabate and Puente; 2003), McGuire et al. (1990) found 
support for a model suggesting a relationship between previous financial 
performance and reputation (adj. R
2
=.424; p<.000). However, after controlling for 
previous financial performance, the authors found no support for the hypothesised 
relationship between reputation and future performance (adj. R
2
=.404; p<.000).  
While McGuire et al.’s (1990) study has several strengths in that it controlled 
for previous financial performance and measured future performance over several 
years, it also demonstrates the underlying assumptions and limitations of what has 
been termed here the ‘direct approach’. Even though the study measured financial 
performance over several years, it used these data in a cross-sectional fashion by 
averaging them, rather than studying the relationship between reputation and 
performance in a truly longitudinal fashion, that is, at multiple points in time. While 
this may have been because reputational data was only available for one year, it also 
reflects the underlying assumption of the direct approach in which reputation is seen 
as having a consistent (usually assumed to be positive) relationship to financial 
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performance at all points in time. This assumption justifies aggregating or averaging 
performance measures over time.  
However, from a resilience perspective, cross-sectional or ‘quasi’ 
longitudinal analysis of the association between reputation and aggregated 
performance over multiple years is inherently problematic. This is because it ignores 
the possibility that the relationship fluctuates systematically, and largely as a result 
of changing circumstances experienced by the firm. For example, when averaging 
results over three years, the average figure could be the result of a positive 
association between reputation and performance in year one, followed by two years 
of non-significant associations, resulting in the conclusion that there was no 
association overall. It is, therefore, not a true reflection of the actual pattern over 
time. On the other hand, from a resilience perspective this variation is to be expected, 
since the advantages of reputation can vary over time as the result of, for instance, 
changing industry or general economic conditions. Another study that relies on 
similar assumptions with similar non-significant results is that conducted by Nanda 
et al. (1996). 
Nanda et al. (1996) also adopted a similar short-term approach to that of 
McGuire et al. (1990). Working with a sample of the largest UK companies, 
(N=200), the authors sought to identify a relationship between corporate reputation, 
(termed a ‘qualitative’ measure of performance) and future financial performance 
(termed a ‘quantitative’ measure). Reputational measures were based on the results 
of a survey from external respondents who rated each firm on the same eight 
attributes used to determine the Fortune AMAC indices, for example, quality of 
management, quality of products and services, investment value, and corporate 
social responsibility. Financial performance was operationalized using a range of 
both accounting and market based measures including ROA, average cash flow 
divided by average assets, growth in net income, growth in revenue, return on stock, 
and three year growth rate of earnings per share (EPS). Firms’ scores on each of the 
eight reputational attributes for 1989, as well as overall average reputation were then 
correlated with an average measure of future financial performance for the period 
1989-1991.  
  
 
69 
 
 
In Nanda et al.’s (1996) study, correlations were examined after splitting the 
sample into two even groups to control for firm size and highlighting the existence 
of several relationships. The results showed that large firms’ (N=43) overall 
reputation score and “percentage return on the stock …” were correlated (.56; 
p<0.01). Results also show associations between overall reputation and ROA (.39; 
p<0.01 and ROI (.49; p<.01). Several of the individual reputational attributes, such 
as financial soundness, correlated with ROA (.41) and percentage return on the stock 
(.46) (p<0.01 in both cases). However, while these results suggested the existence of 
a relationship between reputation and future financial performance, results from the 
OLS regression were less encouraging. After controlling for previous financial 
performance, Nanda et al. (1996) highlighted the existence of only one very weak 
relationship, that between earnings per share (EPS) and overall reputation (= 1.99; 
p<.05). That is, these correlations could be explained as being, at least to some 
degree, the result of an association between previous financial performance and both 
reputation and future performance, similar to McGuire et al.’s (1990) finding. 
Rose and Thomsen (2004) investigated the relationship between a firm’s 
reputation, which they termed ‘image’, and future financial performance using a 
small sample of Danish firms (N=62, 263 firm-year observations), again over a 
relatively short, five-year period (1996-2001). Measures of overall reputation were 
obtained from a Danish periodical that ranked firms in a process that was similar to 
that used by the Fortune AMAC index. Market-to-book value of equity (MBV) 
obtained from the Copenhagen Stock Exchange was used as a measure of financial 
performance as it was a “forward looking variable” (2004, 205). To assess the 
influence of firms’ prior reputation on future performance, measures of reputation 
were lagged by one and then two years. Regression was used to test the relationship 
between the lagged measures of reputation and the dependent variable, MBV. While 
the authors found that there was a relationship between previous financial 
performance and reputation, they found no support for a relationship between 
reputation and future performance. Rose and Thomsen (2004, 208) concluded that 
these results “challenge conventional wisdom”, and suggested that this is because 
“more complicated long-term reputation effects might theoretically be at work” 
(2004, 205). They went on to say that careful analysis of longer time series data may 
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provide the opportunity to better examine these effects. One study that did recognise 
the need to examine reputation and its relationship with performance over an 
extended time period was that conducted by Dunbar and Schwalbach (2000).  
Dunbar and Schwalbach (2000) investigated the relationship between 
reputation and performance in a relatively small sample of German firms (N=63) but 
over a reasonably long period, using reputation ratings from Manager Magazin (the 
German equivalent of the Fortune AMAC Ratings) for the years 1988, 1990, 1992, 
1994, 1996 and 1998 as measures of overall reputation. Future financial performance 
was defined as the ‘financial performance score’, also derived from Manager 
Magazin. The financial performance score was calculated using a weighted sum of 
returns on a range of scores from a variety of both accounting and market measures 
of financial performance, including firm capital and cash flow, equity capital and 
liquidity ratio, variance in firm stock returns relative to other firm stock returns, and 
growth in firm stock value relative to the growth in other firms’ stock values.  
Dunbar and Schwalbach (2000) used three separate regression analyses to 
test for a relationship between the reputational score in the years 1992, 1994 and 
1996 and financial performance in the years 1993, 1995 and 1997. This yielded no 
significant findings. The authors recognised the temporal component of reputation, 
in that they applied a ‘quasi’ longitudinal approach by using pooled regression. 
Pooled regression combines time-series analysis with cross-sectional regression 
analyses. Not to be confused with panel data, pooled regression relies upon 
independent cross-sections that take time into account, which are then ‘pooled’, 
whereas panel data utilises observations for each case with temporal ordering 
(Wooldridge, 2007). Despite the use of an extended ten-year time period, the authors 
found only weak support (.17; p<0.05) for a relationship between overall corporate 
reputation and future financial performance. This led Dunbar and Schwalbach (2000) 
to conclude that reputation has a small positive influence on future financial 
performance. However, they also acknowledged that reputation, while relatively 
stable, tends to fluctuate over time. 
The results of the above studies provide little support for the existence of an 
association between corporate reputation and future financial performance. It is 
argued here that this is a consequence of adopting the assumptions of what this thesis 
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terms the ‘direct approach’. Put simply, the direct approach is based on the 
assumption that reputation has the same relationship with financial performance at 
most or all points in time, and that this relationship is generally positive and not 
subject to fluctuation as a result of, for example, changes in firms’ environmental 
conditions or circumstances. As a result, variables are often operationalized by 
averaging or aggregating measures of either reputation or financial performance, 
usually over a short period, rather than examining potential fluctuations in the 
relationship over an extended period of time.  
It can be seen in the above studies that there is persistent use of a cross-
sectional design and reliance on short time periods. For instance, McGuire et al. 
(1990) and Nanda et al. (1996) both relied on measures of corporate reputation in 
only one year, 1983 and 1989, respectively. Additionally, in both cases future 
financial performance was calculated using an average of only three years (1982-
1984 and 1989-1991, respectively). The use of a reputational ‘snapshot’ and an 
average measure of future financial performance does not consider the potential for 
either measure to change over time. Instead, the resilience perspective suggests that 
the relationship between reputation and financial performance needs to be 
investigated in a truly longitudinal fashion that can account for changes in firms’ 
reputation and performance as well as possible fluctuations in the reputation-
performance relationship resulting from changes in firms’ environmental conditions. 
As suggested earlier, this requires studying what has been termed a firm’s profit 
persistence or a firm’s performance trajectory over time, rather than studying 
performance in a single year or averaging performance, for example, over two or 
three years.  
 
2.7.2  An Alternative Approach to Understanding Reputational Influence 
Instead of assuming that reputation has a direct effect on firm performance, 
this thesis proposes that the influence of reputation is more indirect and that its 
benefits can best be appreciated if we assess its relationship with performance over 
time, which is likely to involve assessing performance when there is some variance 
in firms’ environmental circumstances. Rather than treating reputation as a direct 
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source of financial outcome, Chapter Seven treats reputation as a source of 
organisational resilience that assists the firm in its interaction with its environment. 
Resilience can assist a firm during both positive and (in particular) difficult 
circumstances by shielding it from negative events and by providing it with better 
opportunities to obtain resources to help it deal with those events. This was the type 
of role that Jones, Jones and Little (2000, 21) appeared to have in mind for 
reputation when they suggested that reputation provides a “reservoir of goodwill”, 
helping to insulate companies from performance decline in times of crisis. From this 
perspective, the effects of reputation may be most important in difficult 
circumstances, though this does not rule out that reputation can also have a benefit in 
average or good circumstances. From this perspective, several different patterns of 
reputation effects can be envisaged. One is that reputation’s greatest effects are 
found under difficult conditions, rather than under good ones. An alternative 
proposition is that reputation is most influential when conditions are neither 
extremely poor nor extremely good, or munificent (Roberts and Dowling, 1997; 
Jones et al., 2000; Roberts and Dowling, 2002), since in the former, other factors can 
overwhelm the benefits of reputation, while for firms enjoying munificent conditions 
the benefits of reputation might be fairly minor.  
While a number of plausible patterns can be advanced, this indirect benefit or 
resilience perspective on reputational effects has at least one clear implication – the 
effects of reputation on financial performance need to be observed over a reasonably 
long period of time so that they can be assessed under changing circumstances 
(Fombrun and Shanley, 1990). From this perspective, the key question is not whether 
firms with better reputations have superior financial performance at a particular point 
in time. Rather, it is whether their profits persist better over time, or whether firms 
with different reputation levels have different performance trajectories over time 
(Roberts and Dowling, 2002). 
The remainder of this chapter therefore proceeds as follows. Firstly, it 
reviews current studies into the relationship between reputation and financial 
performance in order to identify the nature of the underlying assumptions and 
approaches as possible explanations for the equivocal findings to date. Secondly, it 
considers a potential indirect path or mechanism by which reputation can influence 
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firms’ financial performance, focusing in particular on the concept of organisational 
resilience. Thirdly, it briefly introduces the concept of profit persistence and explains 
an alternative way of conceptualising and investigating organisations’ financial 
performance that is consistent with a resilience perspective. Finally, the resilience 
perspective is tested, at least in part, using the dataset developed in the course of the 
previous chapters. 
  
2.7.3  Defining Organisational Resilience  
The term ‘resilience’ has been applied in the fields of psychology (Masten, 
Best and Garmezy, 1990; Waller, 2001), ecological sustainability (Holling, 1973; 
Brand, 2009; Derissen, Quass and Baumgartner, 2011), and crisis management 
(Weick et al., 1999; Hills, 2002; Kendra and Wachtendorf, 2001; Smith and 
Fishbacher, 2009; Somers, 2009). Drawing on the extensively developed concept of 
individual resilience, Masten, Best and Garmezy (1990, 426) defined it as “the 
process or capacity for, or outcome of, successful adaptation despite challenging or 
threatening circumstances”, while Waller (2001, 292) suggested that it is an 
individual’s “positive adaptation in response to adversity.” From an ecosystems 
perspective, Holling (1973) defined resilience as the ability of systems to absorb 
changes and still persist. These definitions have one key theme: resilience is seen 
primarily as a function of an individual’s capacity to adapt in times of adversity. 
However, Pimm (1984) identified resilience as the speed with which a system 
returns to its original state following a perturbation. This observation posits that 
resilience is in fact composed of two underlying notions: the ability of an individual 
to adapt in times of crises, and the ability to rebound once the crisis has passed. In 
the context of organisations, resilience has been identified as having similar 
properties. Organisational resilience has been defined as an organisation’s “capacity 
to cope with unanticipated dangers after they have become manifest, learning to 
bounce back” (Wildavsky, 1991, 77). Other authors proffered similar views. Somers 
(2009, 13) suggested that organisational resilience provides an organisation with the 
capacity to “absorb strain with a minimum of disruption”, while Lengnick-Hall et al. 
(2011, 244) suggested that resilience provides organisations with the capacity to “not 
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only resolve current dilemmas but to exploit opportunities and build a successful 
future” or “bounce back”. 
Organisational resilience can therefore be conceptualised in terms of two 
related but distinct aspects. The first is the capacity of a firm to adapt when faced 
with external difficulties, thus minimising performance loss relative to firms with 
less resilience. The second is the capacity of a firm to rebound relatively more 
rapidly to previous (or higher) performance levels following such performance loss 
or decline. Limnios, Alexandra and Mazzarol (2011, 3) stated that resilience is “the 
ability of the system to absorb disturbances and subsequently return to equilibrium”, 
while Weick et al. (1999, 46) observed that “resilience is not only about bouncing 
back from errors, it is also about coping with surprises in the moment.” Therefore, 
the concept of organisational resilience draws on the notion that firms develop a 
repertoire of resources and capacities that allow them to mitigate damage during a 
crisis or through times of difficulty, and restore performance to levels prior to the 
crisis.  
To summarise, the concept of organisational resilience draws to a large extent 
on the notion of resilience as related to the psychology of individuals. The literature 
suggests that organisational resilience can be seen as being associated with two 
underlying notions: ‘adapting’ and ‘rebounding’. Drawing on the definition provided 
by Klein et al. (2003), resilience is defined here as the capacity of an organisation to 
both adapt in times of difficulty and rebound to earlier levels of performance 
following some form of performance loss. The following section explains how 
superior reputation has the potential to act as a source of resilience in both ways. 
That is, a superior corporate reputation has the capacity to provide a firm with both 
adaptive and rebound resilience. Additionally, differences in reputational standing 
are likely to create variations in firms’ performance trajectories, ultimately affecting 
the ability of firms to sustain above average profitability over an extended time 
period.  
2.8  Reputation as a Source of Organisational Resilience 
Some authors have implicitly recognised the potential for corporate 
reputation to act as a source of organisational resilience. For instance, Jones, Jones 
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and Little (2000, 21) referred to a “reservoir of goodwill” when they suggested that 
“firms can reduce uncertainty associated with a competitive and hostile 
environment” by developing a good reputation. Similarly, Caminiti (1992, 77) 
referred to the term ‘inoculation’ when she pointed out that, “Exxon never developed 
the kind of strong reputation that could have inoculated it against something like the 
Valdez spill”. These examples reflect ‘adaptive resilience’, in that they suggest a 
firm has some form of reputational resource that is used when required to mitigate 
negative consequences in times of difficulty. However, other authors including 
Roberts and Dowling (1997) and Roberts and Dowling (2002) pointed out that 
reputation is also an asset which, if managed appropriately, assists a firm in its 
capacity to repair the damage caused by negative disruptive events; that is, to bounce 
back, or rebound. This observation suggests that superior reputations allow firms to 
not only mitigate negative consequences in times of difficulty, termed here ‘adaptive 
resilience’, but also to provide or enhance the firm’s capacity to rebound once the 
difficulty has passed, termed here ‘rebound resilience’.  
2.8.1  Adaptive Resilience and Sustained Superior Financial Performance 
One way in which reputation can be seen to provide firms with a source of 
adaptive resilience is through its capacity to act as a ‘buffer’ between the firm and 
the impact of negative external conditions on sustained financial performance. One 
study that provides some support for the notion that reputation acts as a source of 
adaptive resilience is that by Roberts and Dowling (2002).  
Roberts and Dowling (2002) investigated the relationship between corporate 
reputation and sustained financial performance using a large, longitudinal sample of 
US firms between 1984 and 1998 (N=1,849 observations; 300 firms by 14 years). 
Industry average ROA was used as a base against which individual firm financial 
performance was measured, thereby controlling for industry differences. Fortune 
AMAC ratings were used as a measure of overall corporate reputation, the 
limitations of which were discussed earlier. Rather than relying on the traditional 
autoregressive approach to the analysis of sustained financial performance, Roberts 
and Dowling (2002) utilised proportional hazards regression, otherwise known as 
survival analysis, to test for the existence of a relationship. Discussed in more detail 
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below, Roberts and Dowling (2002, 1081) suggested that the aim of survival analysis 
is to “relate the probability of an event occurring at a point in time to some set of 
explanatory variables”. Using this method, Roberts and Dowling (2002) identified 
that firms with high overall reputations sustained higher levels of financial 
performance over time compared to firms with an average reputation. Put another 
way, firms with different levels of corporate reputation follow different performance 
trajectories when viewed over extended periods. However, the authors also found 
that even firms with superior reputations were unable to sustain superior 
performance indefinitely and would eventually drop below those firms with only 
average reputation (Figure 2.3). This suggests that, at times, possibly as a result of 
broad, economy wide environmental conditions, even firms seen as having a superior 
reputation may not be any better off than firms without such standing.   
 
 
 
 
 
 
 
Figure 2.3:  Differences in performance trajectory for firms with superior and 
average reputations - sustained above average performance 
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Source: adapted from Roberts and Dowling (2002); Choi and Wang (2009). 
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This evidence highlights the notion of adaptive resilience, as it shows that a 
firm with a superior reputation is better able to adapt to negative events, evidenced 
through sustained superior profitability for a period of time that is longer than for 
those firms with only average reputation. However, these results also show that the 
influence that superior reputation has on performance is inconsistent and therefore 
fluctuates over time. This observation is consistent with an indirect relationship, 
given that performance is not always positively related to reputation (Inglis et al., 
2006). While Roberts and Dowling (1997) previously described this as a ‘carry-over’ 
effect, they also stated that reputation “helps firms to sustain superior performance 
outcomes once [good reputations] have been attained” (1997, 73). Yet, they were 
also able to show that while reputation did positively influence performance for a 
period of time, at times even firms with excellent reputations did not always achieve 
performance levels above firms with a merely average reputation. Figure 2.4 reflects 
these observations and shows that the influence of superior corporate reputation on 
financial performance occurs through the mechanism identified here as ‘adaptive 
resilience’. However, in accordance with Roberts and Dowling (2002), it is evident 
that this relationship is also mediated by the impact of environmental conditions in 
such a manner that even firms with relatively high levels of adaptive resilience may, 
at times, receive little benefit. This may be due to a number of reasons, including, for 
example, general economic decline, such as that experienced by many firms during 
the Global Financial Crisis (GFC) in 2008-2009.  
 
Figure 2.4: Reputation as a source of adaptive resilience and its influence on 
sustained above average performance 
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Roberts and Dowling’s (2002) study is one of the few studies to examine the 
reputation-performance relationship using an alternative approach, which has 
arguably delivered noteworthy results. These results are noteworthy because Roberts 
and Dowling (2002) not only accounted for industry influence by basing measures of 
performance on industry averages, they also utilised data from an extended period of 
time, analysed it using a method that examined profit persistence over an extended 
period, and treated the relationship between reputation and performance as a 
dynamic or changing one.  
However, Roberts and Dowling’s (2002) results are limited by reliance on the 
Fortune AMAC index, as discussed earlier, and their identification of only two 
dimensions of reputation. Specifically, these were ‘financial reputation’ and what 
they termed ‘residual reputation’ (defined as the ‘non-financial’ part of reputation). 
Furthermore, while Roberts and Dowling (2002) focussed on identifying the 
existence of a relationship between reputation and performance, they did not 
examine any mechanisms through which this influence may occur. Despite these 
limitations, Roberts and Dowling’s (2002) results provide support for the argument 
that reputation acts as a source of adaptive resilience, evidenced through sustained 
financial performance. Another important finding in Roberts and Dowling’s (2002) 
study reflects the second role that reputation can play as a source of resilience. A 
good reputation, they argued, also provides firms with an increased capacity to return 
to previous performance benchmarks following some form of performance decline 
faster than those without such standing. This is termed here ‘rebound resilience’. 
 
2.8.2  Rebound Resilience and Sustained Inferior Financial Performance 
It has been argued that resilience has two underlying processes. One involves 
the capacity of a firm to adapt in times of difficulty or crisis, termed ‘adaptive 
resilience’ and the second, the capacity of a firm to return or rebound to earlier levels 
of performance faster than other firms, termed here ‘rebound resilience’. Roberts and 
Dowling’s (2002) results go some way to supporting this conceptualisation of the 
reputation-performance relationship, because they confirm that firms with only an 
average reputation follow a different (lower) performance trajectory than those with 
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a superior reputation. However, it is also clear that those firms with a good 
reputation tend to exit levels of below average performance faster than firms without 
a superior standing. Figure 2.5 shows that firms with superior reputation tend to 
return to benchmark performance levels faster than those firms with only an average 
overall reputation. Put another way, firms with superior reputations tend to exit 
levels of below average or inferior performance faster than those with lower 
standing. However, it is also evident from Roberts and Dowling’s (2002) results that 
firms with only an average (or conceivably below average) reputation eventually 
tend to reach the same levels of performance as those with a superior reputation over 
an extended period of time. This suggests that reputation acts as a source of rebound 
resilience, in that it provides a firm with an added capacity to more quickly move 
from a position of poor performance to a position of above average performance. 
However, while this observation reinforces the argument that reputation acts 
as a source of organisational rebound resilience, two things are apparent. Firstly, the 
degree of influence that reputation has on performance varies considerably over 
time, and secondly, as with sustained above average performance, even firms 
without a superior reputation eventually reach the same levels of (in this case above 
average) performance. Figure 2.6 represents this relationship. It highlights rebound 
resilience as the mechanism through which superior reputation influences the time in 
which a firm with a superior reputation returns to an above average performance 
position following a period of decline or below average results. However, as with 
adaptive resilience, the relationship is moderated by environmental conditions. 
 
Figure 2.5: Differences in performance trajectory for firms with superior and 
average reputations - sustained below average performance 
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Source: adapted from Roberts and Dowling (2002); Choi and Wang (2009). 
 
 
Figure 2.6: Reputation as a source of rebound resilience and its influence on 
sustained below average performance 
Superior Corporate 
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While this evidence lends support to the argument that reputation acts as a 
source of rebound resilience evidenced through quicker returns to equilibrium 
performance, some limitations are evident. Roberts and Dowling (2002) relied on 
Fortune AMAC ratings that, as discussed above, have been widely criticised for their 
strong correlation with previous financial performance. The authors also relied on 
the use of the concept they termed ‘residual reputation’, which they define as “that 
which is left over” (Roberts and Dowling, 2002, 1077) after accounting for financial 
reputation. While this observation has value, there remains a need to further 
decompose reputation into better-defined components and examine the individual 
potential of these components to influence firms’ sustained financial performance, as 
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has been done in this thesis. Finally, as noted previously, Roberts and Dowling 
(2002) did not offer any explanation of how reputation produces the effects they 
observed which this current study interprets as the result of two different kinds of 
resilience effects.  
In summary, reputation has been widely acknowledged, albeit often 
implicitly, as a source of both adaptive and rebound resilience for firms, particularly 
in and following times of difficulty such as general economic or industry stress or 
decline. The notion of organisational resilience draws upon a similar concept to that 
related to individuals. Organisational resilience has been defined as the capacity of 
an organisation to both adapt in times of difficulty and to rebound to earlier levels of 
performance following some form of performance loss. Results from empirical 
studies examining this relationship, notably that conducted by Roberts and Dowling 
(2002), provide support for the argument that superior reputation enhances a firm’s 
capacity to sustain superior performance for a longer period of time compared to 
firms without a superior reputation. Roberts and Dowling’s (2002) results also 
highlighted that firms with a superior reputation are more quickly able to return to an 
earlier performance level following a period of decline or below average 
performance than firms without such standing. While these results support the 
argument that reputation is related to performance through the mechanisms termed 
here ‘adaptive’ and ‘rebound’ resilience, they are also important for several other 
reasons. Firstly, they empirically identify the existence of a long-term, reputation-
performance relationship, therefore supporting the argument for the use of authentic 
longitudinal approaches. Secondly, Roberts and Dowling (2002) showed that profit 
persistence is an appropriate measure of long-term performance, because it can be 
related to industry based measures. Thirdly, they highlighted the dynamic nature of 
this relationship over time, further supporting the argument that the relationship 
between reputation and performance is not always consistent, and even firms with a 
superior reputation are at times likely to be no more profitable than firms without.   
Therefore, drawing upon the earlier work of Roberts and Dowling (2002), 
this research addresses the above hypotheses using a truly longitudinal approach. 
Additionally, given the acknowledged criticism of overall measures of reputation 
such as Fortune ratings (Fryxell and Wang, 1994), this study utilises five 
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reputational dimensions (company, CSR, service, governance, and financial) as 
identified in Chapter 2 as independent variables. The use of five dimensions of 
reputation provides the researcher with the opportunity to re-examine the influence 
of non-financial dimensions of reputation, and their influence (or not) on firms’ 
financial performance. Industry adjusted ROA, ROE and PER have been widely 
used as measures of financial performance and, as such, provide appropriate 
measures in this instance. Furthermore, the final sample chosen here provides data 
on firm financial performance and executive reputational attention to each 
reputational dimension from the eight largest industry sectors in Australia, spanning 
an eleven-year period.  
2.9  Summary 
The research proposed here will address many of the limitations identified in 
the earlier research by considering the potential that intangible resources have as 
underlying dimensions of corporate reputation. Further, given that it is widely 
acknowledged that senior executives have a duty to manage, maintain and improve 
corporate reputation (Hall, 1992); there is reason to suggest that their perceptions 
about what are important reputational sources to the firm are relevant and an 
appropriate approach for the investigation of the underlying dimensions of corporate 
reputation. Put another way, what executives see as important for the success of the 
firm is likely to have a significant impact on what is given their attention. This in 
turn influences the external perceptions of the firm; thus, over time, it contributes to 
overall corporate reputation and, ultimately, financial performance.  
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CHAPTER 3 
Methodology 
3.1 Introduction 
This thesis seeks to address limitations identified in current research into the 
effects of corporate reputation on future financial performance by treating intangible 
resources as underlying dimensions of corporate reputation. Given that it is widely 
acknowledged that a key role of senior executives is to manage, maintain and 
improve corporate reputation (Hall, 1992), it is argued that their perceptions and 
beliefs about what are important intangible reputational sources of their firm are key 
to identifying and measuring the underlying dimensions of corporate reputation. One 
useful approach to describing executive perceptions and beliefs is to study the issues 
they attend to in managerial communication, specifically, annual reports, through 
content or text analysis (Abrahamson and Hambrick, 1997; Kabanoff, 1997; Toms, 
2002; Geppert and Lawrence, 2008). The advantages of this methodology compared 
to other forms include its transparency, rigor, the use of archival data and, given 
difficulties with access to senior executives, the unobtrusive insight it provides into 
senior executive cognition (Kabanoff and Brown, 2008; Duriau et al., 2007). Given 
the practical aspects of conducting research on such difficult to measure phenomena, 
content analysis of annual reports permits a longitudinal approach to research, the 
opportunity for researchers to review coding schema regularly, and the capacity to 
access the views of a large number of senior executives who are generally difficult to 
access. This chapter will discuss the overall research design and highlight its 
exploratory, longitudinal nature, the benefits of the content analysis of annual 
reports, and the individual statistical techniques used in each of the studies within 
this thesis. 
3.2 Research Philosophy 
A critical step in planning a research project is consideration of the 
philosophy underpinning the research design (Wilson and McCormak, 2006). Sobh 
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and Perry (2006) suggest that the choice of research paradigm, or philosophical 
perspective, is important for researchers as it plays an integral role in the 
interpretation of results (Guba and Lincoln, 1994) and in assessing the overall 
quality of the research (Fossey, Harvey, McDermontt and Davidson, 2002). Punch 
(2009) suggests that it is the assumptions made at this stage of the research that 
inform the world view, the researchers place in it, and the range of potential 
alternatives and techniques for examining relations within that world.  
The research design in this thesis is consistent with the positivist paradigm. 
According to Nicholson (1996) this approach suggests that social reality can be 
studied using similar research designs as those adopted in the natural sciences. Guba 
(1990) states that researchers must consider three key paradigms when developing 
their research design, namely: ontology, epistemology and methodology. Guba 
(1990) suggests that positivist ontology rests on the assumption that because reality 
has “immutable natural laws and mechanisms” it is possible for researchers to gain 
knowledge of this reality through observation of the phenomena. This thesis applies 
this rationale to the phenomena of executive discourse and financial performance.  
In terms of epistemology, a positivist paradigm highlights the need for 
objective enquiry (Matveev, 2002). This means that it is possible and necessary to 
adopt a distant or non-interactive role in the research in such a way that biasing or 
confounding factors are automatically excluded from influencing the interpretation 
of results (Guba, 1990; Guba and Lincoln, 1994). By relying on examples of actual 
managerial communication and the use of financial data reported as a matter of 
public record, there is little potential for undue bias in the data. Additionally, 
controls were also included for specific variables, for instance, prior financial 
performance, and firm size seen to have a potential to influence the outcomes of this 
research.  
The methodology is the third paradigm that must be considered when 
undertaking research (Guba, 1990). Guba (1990) points out that when following a 
positivist or realist approach, questions or hypotheses are stated in propositional 
form and then subjected to empirical testing. The four studies which form part of this 
thesis were conducted in response to the seven research questions highlighted in the 
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introduction using several statistical techniques to examine the significance of 
results.  
3.3 Research Design  
To identify an appropriate design for this project, a balance needed to be 
achieved between the strengths and weaknesses offered by a variety of approaches 
(Cooper and Schindler, 2008). As Cooper and Schindler (2008) argued, the process 
of data collection is of primary importance as it is from the interpretation and 
analysis of these data that conclusions are drawn and justified. As discussed in 
Chapter Two, the literature acknowledges three key issues that must be addressed in 
research into corporate reputation. The first concern relates to the current 
conceptualisation of reputation, in that much of the research defines reputation as a 
uni-dimensional construct and relies upon some form of overall or aggregate 
measure, most often Fortune-type indices. Fortune-type indices are often used 
because of their widespread availability and the fact that respondents are drawn from 
industry experts and analysts familiar with a particular industry. However, despite 
these benefits, Fortune-type ratings have received criticism due their strong 
correlation with prior financial performance (Brown and Perry 1994; Fryxell and 
Wang, 1994; Lewellyn, 2002). As such, it is argued here that results from studies 
that have examined the relationship between reputation and financial performance 
using overall measures of reputation have in fact examined a relationship between 
prior financial performance and future financial performance. Therefore, an 
alternative approach to understanding the influence of reputation on performance is 
necessary. Additionally, reliance on such broad, usually uni-dimensional measures of 
reputation limits a researcher’s ability to develop an understanding of the varied 
factors that contribute to and constitute overall reputation and, therefore, how 
different underlying dimensions can influence performance. To avoid this limitation, 
this study argues that the use of an alternative approach to identifying and defining 
the underlying dimensions of corporate reputation is necessary, and that these 
dimensions provide an appropriate and useful starting point from which to develop 
the current research.   
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Another critical consideration in the research design for this study is the issue 
of time. Much of the literature relies upon cross-sectional or short-term studies rather 
than viewing the reputation-performance relationship longitudinally or over an 
extended period. Cross sectional studies represent a ‘snapshot’ of one point in time, 
and it is evident that many of the earlier studies investigating the reputation-
performance relationship relied upon cross-sectional approaches and often yielded 
contradictory results (Rose and Thomsen, 2004; Eberl and Schwaiger, 2005; Inglis et 
al., 2006). As such, the approach taken here examines the reputation-performance 
relationship over an extended period of time. 
 
3.4 Content Analysis: Its Nature and Advantages for the Present Research 
With origins dating to the early 17th century, content analysis has become an 
important tool for researchers seeking to identify themes, not only from the written 
word but from any communication media including radio, movies, television and 
speeches (Krippendorff, 2004). The most widely-used form of content analysis 
involves capturing the frequency of words or phrases used in narratives, whereas in 
more advanced applications it is used to reveal underlying themes, latent content and 
the deeper meanings often hidden within text (Duriau, Reger and Pfarrer, 2007) to 
provide insight into the cognition of the author(s). 
Weber (1990, 9) suggested that content analysis has the ability to “reveal the 
focus of individual, group, institutional or societal attention.” This recognises that 
language is an indicator of human cognition (Sapir and Whorf, 1956 cited in Weber, 
1990). Various definitions exist for ‘content analysis’; however, this study will 
confine itself to ‘text analysis’, which has been defined as “the systematic 
enumeration, coding and classification of words and phrases for the purpose of 
analysing message content” (McConnell, Haslem and Gibson, 1986, 67). Given its 
location at the intersection of qualitative and quantitative methodologies, content 
analysis also provides both a readily accessible tool for researchers investigating 
important yet difficult to study concepts, and a range of practical advantages over 
other data collection options (Duriau et al., 2007). Previts, Bricker, Robinson and 
Young (1994, 58) observed that content analysis “is eminently suited for 
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applications in which the data are textual in nature, rich in substance and strongly 
context specific.” Duriau et al. (2007) reviewed the use of content analysis for 
organisational research and provided a useful summary of its key benefits as well as 
possible limitations in this context.  
Duriau et al. (2007) considered studies (broadly between 1980 and 2005) that 
utilised content analysis within management research. They found that its use has 
become increasingly accepted within a range of different disciplines, such as 
organisational behaviour and strategy. The authors suggested that this increase in 
acceptance is largely the result of methodological refinements in terms of both 
validity of data sources and a focus by researchers on reliability testing, which is 
credited with helping avoid coder bias. Duriau and his colleagues further argued that 
content analysis is often favoured over competing methodologies as it provides a 
replicable methodology which allows access to deeply held individual or collective 
values, intentions, attitudes and cognitions. Content analysis also provides analytical 
flexibility as analysis can be conducted at the ‘text’ level, in that text can be captured 
and analysed using a range of quantitative approaches. At another level, researchers 
interested in the deeper meaning embodied within the text can then utilise qualitative 
approaches to enhance interpretation (Duriau et al., 2007). Additionally, content 
analysis provides researchers with opportunities for both inductive and deductive 
studies (Roberts 1999), longitudinal research design (Weber, 1990; Kabanoff, 1996; 
Kabanoff and Brown, 2008), and the use of multiple sources of data as inputs (Jauch, 
Osborn and Martin, 1980). Of particular note, Duriau and his colleagues (2007, 7) 
highlighted that content analysis facilitates longitudinal research because of the 
availability over comparatively long periods of time of “comparable corporate 
information including annual reports and trade magazines.”  This is of specific 
benefit to the present research as it has identified the study of corporate reputation 
and financial performance over the medium to long-term as a key gap in our present 
understanding.  
Like any other method, computer aided content analysis (CATA) needs to be 
able to demonstrate its reliability and validity (Dowling and Kabanoff, 1996; 
Neuendorf, 2002; Short, Broberg, Cogliser and Brigham, 2009). Short et al. (2009) 
identify a procedure to assist researchers in ensuring the validity and reliability of 
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CATA for theoretically based constructs related to entrepreneurial themes, which in 
a number of respects are similar to the intangible resource categories this thesis is 
concerned with. In their example, Short et al. (2009) supplement a deductive process 
to identify key words representing the different entrepreneurial themes with an 
inductive approach relying on content analysis of CEO word choices in letters to 
shareholders. Letters to shareholders from firms which were listed on the S&P500 
continuously between 2001 and 2005 comprised the dataset (N=450 firms). 
Additionally, in order to assess external validity, the authors also collected data 
related to small and high-growth firms listed on the Russell 2000 stock index for 
comparison. The authors follow five steps which they suggest allows for the 
validation of CATA in organisational research: 
 
3.4.1 Content Validity 
The first step to enhancing validity when using an inductive procedure, 
according to Short et al. (2009), is the identification of an exhaustive word list 
representing the construct of interest. Using CATA software (DICTION) the authors 
extracted often-repeated words from texts in both samples to calculate what they 
term the ‘insistence score’. This score is calculated by identifying all words 
mentioned three or more times within a particular text and forms the basis of a list 
containing 3,331 frequently used words (Short et al., 2009). The authors go onto 
identify a broad definition of the main construct, followed by independent validation 
by two human raters. Interrater reliability was assessed using Holsti’s (1969) method 
with an observed reliability of .97 (Short et al., 2009). The final step for enhancing 
content validity is the refinement of the original list based on words not identified by 
both authors. This involved discussion between authors as to which words could be 
included and resulted in the addition of 41 words. The authors suggest that this 
procedure for developing word lists, often used for subsequent analysis, provides a 
sound approach for enhancing content validity in CATA based research.  
This thesis follows a similar approach to achieving content validity. 
However, in this study, because the software is more advanced than that used by 
Short et al. (2009), whole sentences were provided as examples of each intangible 
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resource category rather than individual words. This approach provides a much 
richer source of information for understanding managerial cognition given that 
individual words may be taken out of context, or need to be included in more than 
one category. The next task, according to Short et al (2009), is the creation of 
working definitions for each category based on the result of the first step. The 
development of the original list of intangible resource categories and their definitions 
(Table 4.1, page 124), formed a key part of this study and involved manually coding 
more than 10,000 sentences. Definitions were refined in an iterative process of 
discussion between an acknowledged author within the strategy and content analysis 
literatures and the researcher presenting this thesis. This was followed by an 
assessment of reliability of the CATA software and further refinement and 
finalisation of examples. The CATA software used here allows for immediate 
refinement of the examples in each category. As the automatic categoriser is 
developed the software can be asked to provide new examples of sentences that the 
algorithm has identified as representing categories or themes it has been ‘trained’ to 
recognise. The researcher is thereby able to judge whether the software is becoming 
more accurate because the examples more clearly reflect the category in question, or 
whether there is a systematic error being made by the algorithm requiring corrective 
action. Such corrective action can involve deleting some of sentences included in the 
training set of sentences since they may be ‘misleading’ the categoriser, or in some 
cases creating a separate category for a related but different theme from the one 
being sought, thereby ‘narrowing’ the target category, as was the case here (Table 
4.2, page 127). 
  
3.4.2 External Validity 
 Like Short et al. (2009), the present study draws on senior executive 
communication through shareholder’ letters because they are a source of information 
about managerial cognition (D’Aveni and MacMillan, 1990). Short et al. (2009, 15), 
go onto highlight that the “shareholders’ letters are the most widely read portion of 
an annual report and provide a forum for the CEO to voice thoughts on important 
issues affecting the organization.” One key difference between the study conducted 
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by Short et al. (2009) and the present study is the size of the sample. Short et al. 
(2009) relied upon a relatively small sample (N=655 for the combined sample) firms, 
and assessed the text at one point in time. While this was appropriate for their study, 
it is limited when compared to the sample used in the present study, specifically, 
2,658 Australian firms listed on the ASX between 1992 and 2008 (10,582 firm-year 
observations). 
  
3.4.3 Reliability 
Given the sample size used here, human coding was impractical for reasons 
of time and cost, and in particular the potential for rater fatigue. Rosenberg, Schnurr 
and Oxman (1990) compared the validity of assigning psychiatric patients to a 
diagnostic category based on CATA and manual coding of the contents of patients’ 
speech. They found that assignments based on CATA derived content scores 
outperformed those using human coders’ scores in terms of both accuracy and speed, 
which they attributed to the superior reliability of CATA. Similarly, another study by 
Morris (1994) compared human-coded content analysis to computerized coding of 
the same text communications and found the two methods resulted in similar 
findings. 
 Morris (1994) compared the results of two independent panels of human 
coders and the ‘ZyINDEX’ text analysis software for the coding of 13 documents in 
terms of which type of mission statement’ elements were present, as outlined by 
Pearce (1982). There were eight themes scored, specifically: customers, products, 
geographic domain, technology, survival, growth and profitability, company 
philosophy, self-image and public-image. The output of the ‘ZyINDEX’ content 
analysis software was then compared to that of the human coders and was found to 
be highly correlated on seven of the eight elements. The correlation between human 
and computer coding was highest on the element termed ‘public-image’ ( 1, p 
<.001), and lowest on the element defined as ‘survival, growth and profitability  
.54, p <.10). The only element which showed differences in the results between 
human and computers was that known as company philosophy. While this shows 
that the difference between manual coding and CATA is minimal, the sample 
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contained only 13 documents. Additionally, the ZyIndex software was also far more 
basic than the one employed in this study as it recognized only statements containing 
specific words such as “believe”, “dedicated,” “commitment” or “committed” 
(among others) as relating to company philosophy while the CATA software used 
here calculates the combined probability of several words related to a specific theme 
(based on the examples provided earlier) before categorising a particular sentence as 
belonging to a particular theme.  
 
3.4.4 Dimensionality 
Short et al. (2009), point out that as a result of earlier research they 
conceptualised the entrepreneurial orientation construct as multi-dimensional, 
comprising five underlying dimensions, namely: autonomy, competitive 
aggressiveness, innovativeness, pro-activeness, and risk-taking (Lumpkin and Dess, 
1996). The authors developed five words lists representing each dimension using 
“The Synonym Finder” (Short et al., 2009). The present study follows the approach 
taken by Short et al., (2009), except that it relies upon whole sentences as examples 
rather than individual words. The authors then developed measures representing the 
level of attention given to each of these dimensions and conducted a number of 
analyses including correlation and ANOVA to identify the underlying dimensions of 
entrepreneurial orientation. The present study also examined the dimensionality of 
the corporate reputation construct. Specially, the results from the principal 
component analysis (Chapter 4) support a five factor, or dimension, interpretation.  
 
3.4.5 Predictive validity 
Short et al. (2009) highlight that there needs to be an element of predictive 
validity. They point out that it is “demonstrated when the constructs of interest are 
linked with others that are theoretically related” (Short et al., 2009, 11). One of the 
most common examples of predictive validity in the strategic management literature 
is organisational performance (Meyer, 1991) which can be assessed using a variety 
of methodologies so long as they are accepted within the discipline (Short et al., 
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2009). The present study uses a variety of statistical techniques including regression 
and survival analysis to investigate the influence of the five reputational dimensions 
(Chapter 4) on future financial performance. Financial performance is 
operationalised in this thesis with three objective measure (ROA, ROE, PER).  
Results are reported in Chapters 6 and 7 and strongly support the notion that 
underlying reputational dimensions related to intangible resources influence long-
term financial performance and provide firms with enhanced resilience in times of 
difficulty. These findings suggest a strong degree of predictive validity. 
 
3.4.6 Annual Reports as Information Sources 
Criticism of studies involving content analysis in executive and 
organisational research tends to centre not so much on content analysis per se, but 
rather on the use of annual reports as sources of information about executive 
cognition. Critics have focused on two potential issues: firstly, senior executives may 
have a limited role in producing the reports; secondly, even if they play a role, they 
may engage mainly in impression management directed towards certain key 
stakeholders rather than provide information about their real cognitions. At the 
extreme, these criticisms seem unfounded given the growing body of evidence 
suggesting that the text content of annual reports can reveal useful information about 
executives’ perceptions and beliefs (Abrahamson and Park, 1994; Kabanoff and 
Brown, 2008; Duriau et al., 2007). In particular, the shareholders’ letter has been 
seen to reflect concerns of importance to executives (Barr and Huff, 2004).  
Bar and Huff (2004) sought to understand the different responses that firms 
make in dealing with environmental change by analysing the content of corporate 
documentation, including annual reports. In doing so, they considered a range of 
issues related to the use of annual reports as sources of information about executives’ 
perceptions and interpretations of changes in the environment. Bar and Huff (2004) 
noted that even though the authorship of a shareholders’ letter is open to 
interpretation, there is to some degree a shared strategic framework within the firm; 
thus, this ambiguity does not present a problem. Indeed, they believed that it is 
because of this shared strategic framework, specifically, that the senior leadership of 
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larger organisations is made up of a group of individuals rather than one person, that 
documents such as the shareholders’ letter are an indicator of shared understanding. 
Despite their research using only a small sample from the pharmaceutical industry 
(N=6), Barr and Huff (2004) used annual reports, in particular, the shareholders’ 
letter, to investigate why organisations differ in their responses to environmental 
change.  
Barr and Huff (2004) also offered evidence against the second main criticism 
of annual reports, that is, they are merely public relations exercises and, as such, are 
meant to be persuasive and therefore seriously distort the information provided. The 
authors observed, however, that this is a problem that accompanies most data 
sources, including interviews, questionnaires and participant observations. It must be 
noted that when compared to annual reports, the distortion in these other data sources 
can be a result of a much broader range of contaminating effects, including bias in 
the recall of events over time, impression management by the respondents, the 
impact of interviewer experience on the conduct of the interview, and the subsequent 
coding of the responses. Furthermore, in light of the concern that the information 
contained in the annual reports is not accurate or verifiable, Barr and Huff noted that, 
“securities analysts, institutional investors, the business press and the Securities and 
Exchange Commission all constrain errors of commission and omission” (2004, 39). 
This shows that unrealistic statements will often be constrained by a broad body of 
‘common observation’ by a range of interested stakeholders, a point that is supported 
by findings from several other studies including that by Abrahamson and Park 
(1994). 
Based on a sample of 1,118 US companies, Abrahamson and Park’s (1994) 
study investigated whether corporate governance and ownership factors influenced 
the level of accuracy of executive disclosure of firms’ performance within the 
discussion found in the shareholders’ letters. While their research was aimed at 
investigating whether certain governance factors influenced the concealment of poor 
organisational performance, Abrahamson and Park’s (1994) results also provide 
clear evidence across a large sample that overall there was a highly significant 
correlation between firm performance and the frequency of negative terms used in 
relation to organisational outcomes. More negative terms were used in relation to 
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firm outcomes when performance declined. The authors also found that a higher 
proportion of external directors limited concealment, whereas higher levels of 
shareholding by external directors increased it. Finally, there was some evidence that 
this concealment was intentional since it was associated with the disposal of shares 
by corporate officers. Abrahamson and Park’s (1994) findings lead to a number of 
conclusions: on average, the executive discussion in annual reports is consistent with 
financial indicators of firm performance; however, there are factors that can 
influence the accuracy of this disclosure, such as shareholding by external directors. 
It is also worth noting that this type of analysis allows researchers to rigorously 
investigate a significant and contentious issue that would be difficult to study using 
many other methods that rely on the collection of primary data, such as interviews or 
surveys of senior management and self-assessment of prior behaviour.  
Daly et al. (2004) studied the effect of initial differences between firms’ 
espoused values and their success following a merger, using content analysis of 
annual reports. They concluded that the greater the difference in espoused values 
between acquiring and acquired firms, the lower the post-merger performance. Daly 
et al.’s (2004) findings concur with the earlier discussion regarding the involvement 
of the senior management team. In these terms, they pointed out that the CEO 
usually takes a lead role in outlining the contents of an annual report, as well as 
editing and proofreading it prior to public release. The authors also highlighted that 
once the shareholders’ letter has been published it cannot be altered (Daly et al., 
2004). This reinforces the notion that senior management are unlikely to distort 
information within the document, as they are well aware of the potential 
consequences of misrepresenting important facts.  
The use of content analysis in Daly et al.’s (2004) study highlights its 
usefulness in understanding executive cognition, particularly when the difficulty of 
measuring a firm’s espoused values is considered. The authors pointed out that since 
annual reports are public documents and are produced at regular intervals 
consistently and by many firms over extended periods of time, they provide a 
reliable source of evidence of the major attentional focus of the senior management 
team, in this case, as related to espoused values. However, Daly et al. (2004) also 
noted another potential criticism of the use of annual reports, that is, the relationship 
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between the content contained within the letter and actual organisational outcomes 
and behaviours. In response to this criticism, they highlighted that “a number of 
studies have shown predictive validity of [content analysis] using annual reports with 
regard to important outcomes” (Daly et al., 2004, 327). They cited research by a 
number of authors who used content analysis to rigorously study various 
relationships within firms, including survival of the firm (D’Aveni and MacMillan, 
1990; Tennyson, Ingram and Dugan, 1990) and successful versus unsuccessful 
downsizing (Palmer, Kabanoff and Dunford, 1997). Hence, the literature 
demonstrates that the shareholders’ letter is a valid source of data about executive 
cognition provided that evaluative judgements about an organisation’s performance 
are ignored. 
 
3.4.7 Executive Communication of Reputational Sources in Annual Reports 
Given that senior executives view intangible resources as critical to firm 
success (Hall, 1992), it is reasonable to suggest that there will be references made to 
those intangible resources within annual reports, in particular, the letter to 
shareholders. This observation concurs with the findings in the study conducted by 
Espinosa and Trombetta (2004) on the relationship between executive disclosure in 
annual reports and corporate reputation. 
Espinosa and Trombetta (2004) studied the relationship between the quality 
of executive disclosure in annual reports and corporate reputation. They concluded 
that the two were positively related, in that when executive disclosure was detailed, 
corporate reputation improved. They also found by categorising information into 
financial and non-financial categories that it was the non-financial information that 
had the stronger effect on corporate reputation. This observation concurs with earlier 
discussion on the effect that intangibles have on reputation, as indicated by Love and 
Kraatz (2009), Hall (1992) and, in particular, Roberts and Dowling (2002). Another 
study that further reinforces this observation was conducted by Toms (2002), in 
which he used annual reports to identify executive focus in regard to environmental 
reputation.  
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Toms (2002) found strong support for the hypothesis that firms use annual 
reports to communicate information about inimitable, firm-specific resources, and 
that this disclosure contributes significantly to the creation of environmental 
reputation. Despite a relatively narrow focus in that it assessed the impact on 
environmental reputation alone, Toms (2002) found that because there is 
considerable investment in intangible resources, in terms of economic expenditure, 
executives communicate aspects of these resources, such as resource acquisition, 
improvement or development, to stakeholders. This highlights that executives not 
only communicate information about intangibles in annual reports, but that 
stakeholders also view this communication as relevant in their decision making 
about a particular firm, thereby impacting on financial performance. 
 
3.4.8 Annual Reporting in the Australian Context (1980 – 2010) 
While the majority of information contained in a firm’s annual report focuses 
on statutory and regulatory financial reporting requirements covered in the 
Corporations Act (2001) and the Australian Stock Exchange (ASX) listing rules, the 
main focus of analysis in this thesis is on the non-financial portions of the report, 
such as shareholders/presidents/chairman’s letters. The narrative portions of the 
annual report were chosen as they provide an increasingly necessary addition to 
traditional accounting and regulatory information deemed relevant to the decision 
making needs of annual report readers (Meek, Roberts and Gray, 1995). 
Traditionally, the content of Australian annual reports followed that of most western 
nations in that the focus was on purely historical financial information, the 
regulations for which periodically changed, often in response to corporate reporting 
scandals and perceived shortcomings during financial crises such as reduced investor 
confidence (Leuz, 2010). However, it is now increasingly common to read senior 
executives’ discussions on a much broader range of important firm-related 
information, including corporate strategy (Meek, Roberts and Gray, 1995), future 
prospects, issues related to corporate governance (Collett and Hrasky, 2005), 
environmental responsibility (Deegan and Gordon, 1996), and intellectual property 
and capital (Guthrie, Petty and Ricceri, 2006).  
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Guthrie, Petty and Ricceri (2006) investigated the effects of firm size and 
industry on the levels of voluntary reporting of intellectual capital in annual reports, 
and compared the results over time and between two nations, namely, Australia and 
Hong Kong. Using content analysis of annual reports for Australian companies in 
1998 (N=20) and in 2002 (N=50), they identified that Australian companies tended 
to disclose more information about intellectual capital in 2002 than that disclosed in 
1998. Furthermore, they highlighted that “nearly every instance of intellectual capital 
reporting involved expression in discursive rather than numerical terms” (Guthrie et 
al., 2006, 262). This suggests that senior executives recognise the importance that 
intellectual capital has in the eyes of stakeholders, and increasingly seek to 
communicate information about it through narrative. Deegan and Gordon (1996) 
investigated the level of voluntary reporting by Australian firms in relation to 
environmental disclosure in annual reports.   
While Deegan and Gordon (1996) reported on three interrelated studies that 
examined the disclosure practices of Australian firms between 1980 and 1991 
(N=197), their findings regarding the change over time are the most relevant here. 
Using content analysis of annual reports, the authors measured changes in the mean 
amount of disclosure in annual reports for Australian firms in the years 1980, 1985, 
1988 and 1991 (N=25). They noted that in 1980 the mean level of disclosure, in 
words, was 12, whereas by 1991 this had increased to 105 words, suggesting an 
increased level of communication related to environmental disclosure. This increase 
in the discursive or narrative elements of annual reports has also been identified in 
the area of corporate governance. 
Interest in corporate governance disclosure has received much interest both 
internationally (Cadbury, 1997; Labelle, 2002; Norburn et al., 2000) and in Australia 
(ASX, 2007; Bosch, 1991; Carson, 1996; Collett and Hrasky, 2005; Sauer, 1996). In 
Australia, following the “excesses of the 1980s” (Carson, 1996, 3), corporate 
governance was identified as an area of growing public concern. As a result, the 
Australian National Companies and Securities Commission (ANCSC), the 
forerunner to the Australian Securities and Investment Commission (ASIC), formed 
a committee to examine the “standards of corporate behaviour revealed in high 
profile corporate collapses and to recommend action to promote higher standards of 
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corporate conduct” (Bosch, 1990, 4). This resulted in the publication of a guide 
designed to improve corporate governance practices and conduct which was 
subsequently revised and reissued in 1993 and 1995 (Collett and Hrasky, 2005). In 
1996 the ASX introduced a listing rule (previously 3C(3)(j); now 4.10.8) that 
requires firms to include a statement in their annual report outlining the corporate 
governance practices followed within that period (Collett and Hrasky, 2005). This 
was followed in 2003 by the publication of the ASX Corporate Governance 
Principles that were again revised in 2007 (ASX, 2007). However, despite the fact 
that the approach adopted in Australia mimicked that adopted following the Cadbury 
Committee Report (1992) into corporate governance in the UK, it was criticised for 
being vague and unenforceable under law because the listing rule only referred to an 
indicative list of items (Carson, 1996). However, the ASX (2007) argued that the use 
of overly prescriptive governance reporting standards would increase agency costs 
and potentially underpin the need to rewrite corporate governance law, as had been 
witnessed in other nations. This suggests that communication of corporate 
governance related information is increasingly expected by stakeholders in an effort 
to reduce information asymmetry, and as such is increasingly included by senior 
executives in the discursive sections of the firms’ annual report.  
 
3.4.9 Summary 
Content analysis as a research method has a long history although its use and 
growing acceptance in organisational and management research is relatively more 
recent. There is now considerable evidence that senior executives take a direct 
interest in the contents of the letter to shareholders, and that the information 
contained therein is more an indication of executive cognition than mere impression 
management. When compared to other forms of data collection, the annual report is 
less likely to be biased by contaminating effects, including bias in the recall of 
events over time, impression management, interviewer experience on the conduct of 
the interview, and/or the subsequent coding of responses.  Additionally, in relation to 
the practical aspects of conducting research on such difficult to measure phenomena, 
content analysis of annual reports permits a longitudinal approach to research, the 
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opportunity for researchers to review coding schema regularly, and the minimisation 
of cost in general. As a result, industry and accounting experts use these reports to 
develop their understanding of a firm’s potential, with the probability that references 
to intangible resources, as attributes of corporate reputation, are also made within the 
letter to shareholders as a result of management’s understanding of their importance 
in the minds of stakeholders. 
Therefore, not only is the shareholder’s letter a reasonably accurate source of 
information, but the content, particularly references to intangible resources, can be 
argued to provide a reliable source of data regarding executive attention and the 
impact this communication has on the perception of external stakeholders and 
therefore, overall firm financial performance. Furthermore, in terms of practicality 
for research purposes, the content analysis of the shareholders’ letter is the least 
intrusive, most flexible, least difficult to replicate in future studies, and the most cost 
effective method available. In addition, this approach to understanding executive 
cognition in relation to intangible resources and the potential this has to impact on 
long-term financial performance, overcomes many of the concerns sometimes 
associated with more traditional data collection techniques, for example, surveys, 
interviews or direct observation. Finally, this study deals with some of the 
limitations found in earlier reputation research, particularly those concerned with 
attempting to measure reputation per se, by treating managers’ level of attention to 
firms’ intangible resources as indicators of firm reputation, and using naturally 
occurring text data to identify the range of intangible resources rather than intuitively 
derived lists. Therefore, by analysing the content of executive discourse in annual 
reports, this thesis aims to study senior decision-makers’ attention to different 
sources of corporate reputation, termed here ‘reputational dimensions’, and the 
subsequent effect this has on firm performance. 
3.5 Overall Sample  
The data for this study were taken from 10,582 electronically available 
annual reports from 2,658 individual companies listed on the Australian Stock 
Exchange (ASX) between 1992 and 2008. Seventy-eight percent of the companies 
listed had two or more annual reports with the mean number of reports per company 
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being 3.98. While there were only 75 annual reports in 1992, this number rose to 241 
in 1994, 452 in 1998 and 1,236 in 2007 (Figure 3.1). The marked increase in 2003 
can be attributed to an increase in the number of firms included in the Connect 4 
Annual Report Collection. Additionally, prior to 2003, Australian firms used the 
ASX standard for reporting industry data, while following 2003 the firms’ self-
reported Global Industry Classification Standard (GICS) was introduced. The GICS 
is a standardised approach for comparing industry relevant data within the global 
financial community, and therefore provides a reliable method for classifying 
companies by sector (Fombrun and Shanley, 1990; Chaney and Philipich, 2002; 
Shamsie, 2003; Melo and Garrido-Morgado, 2011). Figure 3.2 presents the number 
of observations, categorised by sector.   
 
Figure 3.1: Number of annual reports in each year, 1992 – 2008 
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Figure 3.2: Number of firms, by industry 
 
 
3.6  Chapter 4 – Study 1: Identifying Different Reputational Dimensions 
3.6.1  Principal Component Analysis of Reputational Theme Scores 
The first study sought to identify the main dimensions of corporate reputation 
that receive attention, that is, those mentioned in managerial discussion or discourse 
by senior executives in their firms’ annual reports. Attention is defined as the relative 
frequency with which various reputation themes occur in annual reports, and these 
frequencies are then subjected to PC factor analysis in an attempt to establish 
whether there is a broader, meaningful structure that underlies the individual 
reputation themes. Principal component factor analysis (PCA) uses a mathematical 
procedure with the central aim being to reduce the number of variables within a 
dataset when a large number of interrelated variables are present, while retaining as 
much variation as possible (Jolliffe, 1986). Given the exploratory approach taken in 
this study, this is an appropriate technique that provides a number of advantages 
including the fact that it is widely used and understood where common variance is 
analysed with unique and error variance removed (Tabachnick and Fidell, 1996). 
The technique extracts the dominant patterns in the data matrix in terms of a 
complementary set of scores and loadings (Wold et al., 1987). The result is groups of 
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sets of possibly correlated variables which are included in an overarching set of 
linearly uncorrelated (orthogonal) variables known as principal components or 
factors (Dunteman, 1989), where the number of principal components is less than or 
equal to the number of original variables. The scores and loadings are determined 
mathematically and “depend upon the eigen-decomposition of positive semi-definite 
matrices and upon the singular value decomposition (SVD) of rectangular matrices” 
(Abdi and Williams, 2010, 433). Put simply, this means decomposing a large 
number of variables into a lesser number of uncorrelated variables or factors. This is 
done in such a way that the first component or factor accounts for the largest amount 
of variance with each succeeding factor in turn having the next highest variance, 
taking into account those factors already identified. Additionally, these factors will 
be orthogonal to (i.e., uncorrelated with) the preceding components. It should be 
noted that principal components are guaranteed to be independent only if the dataset 
is normally distributed. Results of this analysis are reported in Chapter 4 (page 134). 
3.7  Chapter 5 – Study 2: Temporal Stability and Sectoral Differences of 
Reputational Dimensions 
3.7.1  Regression Analysis of the Temporal Stability of Reputational Dimensions  
Since overall corporate reputation is broadly recognised as reflecting 
intangible elements that are the result of long-term processes of firm development 
and improvement (Barnett et al., 2006; Fombrun and Shanley, 1990; Hall, 1992; 
Wartick, 2002; Walker, 2010), it follows that the frequency of discussion related to 
each of the five reputational dimensions (company, CSR, service, governance, and 
financial reputation) should also be relatively stable over time. Temporal stability is 
defined here as a relatively consistent level of discussion, or attention given, to each 
of the five reputational dimensions over time. Put another way, the factor scores that 
represent the frequency of discussion on a particular dimension in one year should to 
some degree predict the score on that dimension in subsequent years, allowing for 
some fluctuation due to potential environmental influences. As such, ordinary least 
squares (OLS) regression was used to analyse the temporal stability of the five 
reputational dimensions.  
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However, to use the OLS method to estimate and make inferences about the 
coefficients, in this case the five reputation dimensions, a number of assumptions 
must be satisfied which relate to the probability distributions of the random errors in 
the model (Lewis-Beck, 1980; Menard, 2002; Pardoe, 2012). There are four 
assumptions that must be met for regression to provide a reliable approximation of 
the association between a dependent variable and a set of predictor or independent 
variables (Pardoe, 2012): 
1. The mean of the probability distribution of the error term for each of the 
predictor variables should be zero. This means that the data are balanced so 
that the random error averages out at zero for each independent variable 
(Menard, 2002; Pardoe, 2012). 
2. There is constant variance (homoscedasticity) in the distribution of the error 
for each of the independent variables. Put simply, the data spread evenly so 
that vertical variation of the errors remains similar at each set of X axis 
values (Pardoe, 2012). 
3. The errors are normally distributed for each set of values of the independent 
variables (Menard, 2002). 
4. There is no autocorrelation among the error terms produced by different 
values of the independent variables, and there is no correlation between the 
error terms and the independent variables. The error terms are uncorrelated 
with the independent variables (Menard, 2002; Pardoe, 2012).  
 
Because the results from the principal component analysis (Chapter 4) meet these 
assumptions, OLS regression is an appropriate technique to examine the stability of 
the five reputational dimensions over time. Additionally, since the five reputational 
dimensions identified in Chapter 4 reflect executives’ beliefs about what is seen as 
important for the maintenance and improvement of a firm’s reputation, and are 
measured on a yearly basis, it is necessary to also treat the scores for each 
reputational dimension in any one year as distinct from that of any other year. 
Therefore, each reputational dimension in each year from 1992 to 2008 is treated as 
an individual score so that an analysis of the temporal stability of the five 
reputational dimensions can be made. Each of these scores was regressed onto the 
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score on the same independent variable in the following year. Compared to other 
methods, this approach more accurately represents the nature of corporate reputation 
given the earlier literature which suggests that while reputation is generally stable, 
there is some movement over time (Hall, 1992; Dunbar and Schwalbach, 2000; 
Roberts and Dowling, 2002), and a longitudinal methodology is best suited to this 
type of investigation. Results of the regression analysis are provided in Chapter 5, on 
page 150.  
 
3.7.2  Analysis of Variance (ANOVA) of Industry Mean Reputational Dimension 
Scores 
The literature has acknowledged the role that industry differences play in the 
formation of firms’ reputation (Roberts and Dowling, 2002; Shamsie, 2003; Rao, 
1994; Suchman, 1995; Deephouse and Carter, 2005; Thomas, 2007). One 
explanation for this influence is the argument that firms need to appear legitimate 
within a particular industry context (DiMaggio and Powell, 1983; Aldrich and Fiol, 
1994; Suchman, 1995; Deephouse, 1999). For instance, Basdeo, Smith, Grimm, 
Rindova and Derfus (2006) examined industry influence on a firm’s reputation using 
FMAC ratings over a seven-year period (N=37), and found that the effects of a 
firm’s actions are affected by those of its competitors. Additionally, these effects 
could be positive or negative, depending on the industry context. Shamsie (2003) 
also found that reputation played an important role in providing dominant players in 
particular consumer goods industries (e.g., chewing gum, photographic film) with 
the ability to shape that industry’s competitive forces. As such it is reasonable to 
suggest that the attention given to each of the five reputational dimensions identified 
in Chapter 4 will vary by sector.  
 One of the preferred techniques for examining differences or variation 
between (or within) two or more groups is with an analysis of variance (ANOVA) of 
group means (Iversen and Norpoth, 1987; Bray and Maxwell, 1985; Rutherford, 
2011). ANOVA is similar to a standard t-test in that it provides a measure of 
variance between several groups whereas a t-test is used to compare only two 
groups. The resulting statistic is known as the F-ratio and is defined as the amount of 
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variation or difference between groups divided by variation, known as error 
variance, within groups (Turner, 2001). If the ratio result is exactly 1.0, the effect of 
random error and the influence of the explanatory variables are said to be exactly the 
same (an unlikely occurrence), whereas if the result is greater than 1, the effect of the 
explanatory variables is more than that which could be explained as random 
variation alone. If the F-ratio is lower than 1, there is more influence from random, 
unexplained influences, compared to the proposed explanatory variables. Therefore, 
the larger the F-ratio value, the more likely it is that groups will be statistically 
significantly different (Turner, 2001). In the current study, the F-ratio provides a 
measure of variation along each reputational dimension, which can be explained by 
industry. This approach is appropriate for this analysis as it proposes that a 
categorical variable (sector) has an influence on a continuous variable, that is, the 
firm’s score along each of the five reputational dimensions. In addition to seeing 
whether any of the variances of the effects equal zero, this approach allows for 
observation of how large the effects are; therefore, this provides a better sense of 
how well the proposed model explains the data (Iversen and Norpoth, 1987). 
However, while ANOVA (a univariate analysis technique) is appropriate for initial 
examination of the potential for industry differences to influence levels of discourse 
related to reputational dimensions, further investigation using a multivariate 
approach is warranted in order to gain a better understanding of these relationships. 
 
3.7.3  Canonical Correlation Analysis between Reputational Dimensions and Sector 
Canonical correlation analysis (CCA) will provide a much richer 
understanding of the relationships than will univariate analysis as it allows the 
researcher to “simultaneously consider the full network of variable relationships, and 
honour a reality in which all variables simultaneously interact and influence each 
other” (Thompson, 1991, 82). The literature has highlighted that canonical analysis 
is a general parametric method subsuming other univariate and multivariate methods, 
including t-tests, ANOVA, ANCOVA, regression, discriminant analysis and 
MANOVA (Thompson, 1991; Fan, 1997; Henson, 2000; Thompson, 2000). Sherry 
and Henson (2005) pointed out that CCA is particularly useful as it limits the 
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likelihood of committing a Type 1 error, or put another way, of finding a statistically 
significant result when there is not one. A common concern when selecting an 
analysis technique is whether the data meets the underlying assumptions of the 
specific technique.  
In this case the data meet the three assumptions underpinning CCA: the need 
for a normal distribution, a sample size of more than 20 times the number of 
variables, and consideration of the effect of outliers, given the sample size (Stevens, 
1986, Sherry and Henson, 2005). The data used in this current study are drawn from 
Chapter 4 and are factor scores that are normally distributed. The size of the sample 
used in this study is more than adequate in terms of meeting the second assumption; 
therefore, the effect of outliers is expected to be minimal. Results from the CCA are 
presented following those for the ANOVA in Chapter 5 on pages 152 and 153. 
 
3.8  Chapter 6 – Study 3: Firm Reputation and Financial Performance 
3.8.1  Measures of Financial Performance  
Given the multi-industry sample, it is necessary to develop measures of 
financial performance that can be used for comparison across industries (Sabate and 
Puente, 2003). Consistent with the approach by Kabanoff and Brown (2008), three 
measures of financial performance have been selected: return on assets (ROA); 
return on equity (ROE); and a measure of market performance, price to earnings 
ratio (PER). ROA has been used in several studies including those by Deephouse 
(1997), Roberts and Dowling (2002), Inglis et al. (2006), and Kabanoff and Brown 
(2008), and is seen as a standard accounting measure of firm profitability (Roberts 
and Dowling, 2002; Sabate and Puente, 2003). It is calculated as the earnings per 
financial year divided by total assets, including shareholders’ equity and other 
borrowings. ROE provides a raw estimate of company performance by measuring a 
firm’s efficiency at generating a profit from every unit of shareholders’ equity (also 
known as net assets or assets minus liabilities), and provides another standard 
accounting measure of firm performance. PER, on the other hand, provides a market- 
based measure of performance and can be defined as a calculation of the closing 
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share price on the last day of the company’s financial year divided by the pre-
abnormal earnings per share (Kabanoff and Brown, 2008). This ratio reflects how 
much an investor is willing to pay now for one dollar of earnings or anticipated 
future earnings, whereas the others reflect past performance (Sobol and Farrelly, 
1988).  
The need for a mix of financial performance measures is salient given the 
inconclusive results provided by Dunbar and Schwalbach (2000) that highlight a 
positive relationship between financial performance and corporate reputation when 
using a mixed set of measures. Therefore, by using this mixed approach, this current 
study overcomes some of the limitations of relying solely on one form of financial 
performance measurement. By using a mix of both accounting (ROA, ROE) and 
market-based measures (PER) of financial performance, this study is able to better 
investigate the relationship between corporate reputation and both forms of financial 
performance measurement. Also, given the earlier literature concerning the need to 
control for sectoral differences (Fombrun and Shanley, 1990; Cordeiro and 
Sambharya, 1997; Roberts and Dowling, 2002), each financial measure was 
standardised and normalised so that comparison could be made between those 
industries with, for example, comparatively low assets such as information 
technology, and those with relatively high asset levels such as materials and energy. 
The research conducted here also includes the consideration of company size in 
terms of its impact on financial performance, as this has also been recognised within 
the literature as having a significant impact on corporate reputation and, therefore, 
firm financial performance.  
 
3.8.2  Controlling for Firm Size and Previous Financial Performance 
The potential impact that firm size has on both financial performance and 
corporate reputation has been well documented in the literature (Sobol and Farrelly, 
1988; Dunbar and Schwalbach, 2000; Roberts and Dowling, 2002). One rationale for 
this relationship suggests that as firms become larger they are also more likely to 
come under greater scrutiny from a broader range of stakeholders, including 
regulators, the media, and increased numbers of customers. Given the importance of 
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firm size to our understanding of corporate reputation and its relationship with 
financial performance, studies generally control for firm size; however, there 
remains some inconsistency in approaches taken. While some studies use employee 
related statistics (Dunbar and Schwalbach, 2000) or previous firm profitability 
(Deephouse, 1997), the most common approach is the use of total sales (Sobol and 
Farrelly, 1988; Fombrun and Shanley, 1990; Roberts and Dowling, 2002). Given its 
general acceptance in the earlier literature, this study will also use total sales as a 
measure of firm size. Another control required is that of previous financial 
performance.  
Previous financial performance can generally be expected to influence 
current financial performance to some extent and over some period of time 
(Deephouse, 1997; Roberts and Dowling, 2002; Inglis et al., 2006). Inglis et al. 
(2006) highlighted that ROA, as a purely accounting measure of firm financial 
performance, was highly correlated with earlier lagged measures of ROA. Roberts 
and Dowling (2002) and Deephouse (1997) both considered previous ROA in their 
models as a control for current financial performance. Therefore, this study will also 
use previous financial performance as a control for all three measures of financial 
performance (ROA, ROE, PER). Financial performance was also controlled for in 
terms of the effect of managerial discourse relating to financial information. 
By including the variable ‘financial performance’ as one of the categories in 
the initial development of the text classifier (see Chapter 4), it was possible to 
control for the relationship highlighted in the literature, that is, the impact of 
previous financial performance on reputation, as well as the subsequent impact on 
future financial performance in terms of the statements made by senior executives. 
Thus, this variable controls for the financial performance component held to affect 
the financial reputation dimension within managerial discourse. 
 
3.8.3  Advantages of Panel Data for Longitudinal Studies 
The term ‘Panel’ data refers to longitudinal data that follows a given sample 
of subjects, individuals, or firms over time, thus providing multiple measures on 
each individual in the sample (Hsiao, 2003). The use of panel data to study the 
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influence of reputational factors on financial performance has been increasing with 
the greater availability of datasets and the technology available to the researcher to 
conduct computationally intensive analysis (Hsiao, 2003). While a form of 
regression, panel data regression differs from regular time-series or cross-sectional 
regression in that it has a second subscript denoting time (Baltagi, 2012): 
 
yitX'ituit
 
Here i represents the individual firms or the cross-sectional dimension while t 
denotes time, that is, the time-series dimension. Xit is the itth observation on the range 
of explanatory variables. Because there is an additional parameter representing time, 
panel data provides researchers with information about the relative heterogeneity of 
firms, whereas cross-sectional approaches tend to smooth fluctuation or change over 
time (Baltagi, 2012). Additionally, panel data are more informative, have more 
variability, less collinearity, and more degrees of freedom; as such, they are 
preferred over cross-sectional or time-series analysis (Hsiao, 2003; Baltagi, 2012). 
Therefore, given that the current research investigates the potential for five 
underlying reputational dimensions to influence financial performance over time, 
analysis of panel data is the most appropriate methodology.  
When conducting the analysis, control variables were entered first, while the 
reputational dimensions and industry were added in the following step with 
interaction terms entered last. ROA was controlled for in the analysis involving ROA 
using ROA from the previous period (ROAt-1), while previous ROE (ROEt-1) was 
controlled for in the analysis for the ROE, and previous PER (PERt-1) in the analysis 
involving PER. Firm size was controlled for through the variable ‘revenue’ in the 
previous period (Revenuet-1). Each reputational dimension (i.e., company reputation, 
corporate social responsibility (CSR) reputation, service reputation, governance 
reputation and financial reputation) was measured in terms of its potential impact on 
financial performance in each year between 1995 and 2008, controlling for both firm 
size (Revenue) and previous financial performance (ROA, ROE, PER). A lag in 
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years ranging from an immediate effect (no lag) to that of 1 year (t-1) to five years 
(t-5) was also included (Chapter 6). 
 
3.9 Chapter 7 – Study 4: The Concept of Resilience and its Relation to Profit 
Persistence 
The concept of organisational resilience and persistent profitability is based 
on evidence that profit rates differ widely and that some firms tend to earn 
‘abnormal’ profits for longer periods of time compared to other firms (Jacobson, 
1988). Roberts (1999, 656) pointed out that the use of persistent profitability as a 
measure of financial performance was more suited to research attempting to 
understand the dynamics (emphasis in original) of firm-level profit performance than 
cross-sectional methodologies, as this approach “better captures the inter-temporal 
behaviour of firm profits.” Roberts and Dowling (2002, 1079) defined persistent 
profitability as a measure of “how fast abnormal profits converge upon normal long-
run [profit] levels.” They then defined ‘abnormal’ as realised profitability less an 
indicator of normal profits. As an indicator of ‘normal’ profit, earlier literature relied 
upon means derived from national, economy-wide data (Mueller, 1986; Schohl, 
1990) while more recently the importance of industry differences has been 
recognised (McGahan and Porter, 1999; Choi and Wang, 2009) resulting in means 
being calculated from industry-based data. The general approach (Mueller, 1986; 
Jacobson, 1988; Schohl, 1990; McGahan and Porter, 1999; Roberts, 1999; Roberts 
and Dowling, 2002; Choi and Wang, 2009) to estimating profit persistence is the use 
of an autoregressive model, which as noted by Geroski (1990) is a reduced form of a 
more complex model where profitability ultimately declines as a result of increased 
competition from new entrants: 
 
it+x it-1 + it
 
Where,  indicates the rate at which profits earned by firms converge overtime 
(known as the persistence parameter); indicates whether firms will earn higher 
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profits in the long run (Schohl, 1990; Roberts, 1999); it is the relative profitability 
of firm i at time t which is calculated as: 
 
(it – avg,t)/avg,t 
 
Put simply, the profit of firm i in year t, less the average profit earned across all 
firms in year t, divided by the average profit earned across all firms in year t. Figure 
3.3 shows four different potential profit trajectories. Profits will only eventually 
converge if the  falls between -1 and +1. If  > 1 or  <-1, abnormal profits will 
continue indefinitely. In general, the higher the , or the closer to 1, the more 
persistent are the deviant profit results; the lower the , or the closer to 0, the greater 
the likelihood that profits will converge (Schohl, 1990; Roberts, 1999; Roberts and 
Dowling, 2002).  
 
Figure 3.3: Four potential firm performance trajectories 
 
Source: adapted from Schohl (1990) and Roberts (1999) 
 
Roberts (1999, 656), and Bou and Satorra (2007) suggest that persistent 
profitability research generally attempts to address two main questions: “Where do 
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relatively high profits come from? And “What factors operate in favour of their 
persistence?” Several studies have attempted to provide answers to these questions. 
For instance, Roberts and Dowling (1997) explored the existence of a relationship 
between a firm’s ability to repeatedly introduce product innovation and persistent 
profitability, while Choi and Wang (2009, 895) investigated “the effect a firm’s 
relations with non-financial stakeholders had on the persistence of both superior and 
inferior financial performance.” This study seeks to examine whether organisational 
resilience provides a mechanism through which firms are better able to sustain 
profitability in the long term, and that superior corporate reputation acts as a source 
of this resilience.  
 
3.9.1 Determining a Measure of Above Average Financial Performance  
The literature suggests that there are two main approaches to measuring 
financial performance (Eberl and Schwaiger, 2005). Firstly, there is what has been 
termed a ‘subjective’ view that “draws on the perception of financial performance in 
the eyes of various stakeholders” (Eberl and Schwaiger, 2005, 843). Secondly, there 
is the ‘objective’ view that relies on objective measures of financial performance 
generally reported by the company itself (Reinartz, Kraft and Hoyer, 2004). Given 
that this current study seeks to examine the mechanisms through which reputation 
influences performance over an extended period of time, there is a need for measures 
that can be used to compare firms’ performance across industries and over time. 
Thus, following Jaworski and Kohli (1996), and Eberl and Schwaiger (2005), this 
study relies on objective measures of financial performance. As a result, the same 
three measures of financial performance used in the previous chapter are used again 
here. Of the three measures, return on assets (ROA) and return on equity (ROE) 
provide accounting measures of performance (Hammond and Slocum, 1996), while 
price to earnings ratio (PER) reflects “anticipated future earnings as it represents the 
amount an investor is willing to pay now for one dollar of earnings in the future” 
(Sobol and Farelly 1988, 47). The use of several measures of financial performance 
is prudent since results from earlier research using a single measure have often been 
contradictory (Sabate and Puente, 2003). Given these measures of financial 
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performance, it was then necessary to identify an approach to categorise low and 
high performers, while allowing for industry and time (year) differences.  
Much of the earlier work has suggested that a multi-industry approach is 
desirable for studying reputation (Roberts and Dowling, 2002; Dunbar and 
Schwalbach, 2000; Shamsie, 2003). However, in order to better compare 
performance between industries, it is necessary to move away from regression 
analysis. Unlike regression analysis, which seeks to identify the existence of a 
relationship between two data points at a single point in time, survival analysis (see 
page 115) allows the researcher to better understand the dynamics of a relationship 
over an extended period of time because it includes time as a specific variable.  
Roberts and Dowling (2002) note that the use of regression forces researchers 
to make several key assumptions. Firstly, the use of regression forces the researcher 
to assume that there is some level of long-term profitability when in reality there 
may not be, that is, profits vary considerably over time. Second, it tends to be used in 
studies more concerned with the length of time that firms have returns superior to 
competing firms in which discussion centres on whether firms seek to ‘maximise’ 
profitability, or to accomplish ‘superior’ financial performance (Hunt and Morgan, 
1995). Additionally, regression relies on an assumption of data normality and is 
incapable of including data that has been censored (Allison, 2003). Therefore, based 
on Roberts and Dowling’s approach, (2002) the thesis uses survival analysis to 
examine the relation of corporate reputation to firms’ likelihood of having sustained, 
superior performance over a period of time. Therefore financial performance was 
treated as a categorical variable rather than as continuous. Superior performing firms 
were initially defined as those with performance, on each of the three measures in 
turn, that was more than one standard deviation above the mean for the industry and 
year. Roberts and Dowling (2002, 1081) point out that this approach is, “well 
established in the strategy field” and that, “superior performance has traditionally 
been linked to advantages possessed by a firm relative to its competitors.”  
However, as a result of small sample sizes in some industries (e.g. healthcare, 
information technology and energy) and/or years this resulted in some industry/year 
cases with very few observations, which made conducting further analysis infeasible. 
Furthermore, because of low firm numbers in some industry/year combinations, any 
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findings were likely to be unreliable and increase the ‘waste’ of data. Consequently, 
above average performance was treated as the indicator of superior performance and 
defined as “those firms with performance (ROA, ROE, PER) above the mean of the 
firms within that industry and year.” Inferior performance was defined in similar 
fashion as all firms equal to or below the mean. This will tend to make the tests of 
reputational effects somewhat more conservative than those carried out by Roberts 
and Dowling (2002) who, because of larger firm numbers in the US context were 
able to compare more extreme groups of firms. 
 
3.9.2  Identifying Firms with Superior Reputation(s) 
A similar approach to identifying firms with above average performance was 
used to identify firms with superior reputations. The results from Chapter Five 
support the notion that reputations vary across industries, and firms in particular 
industries enjoy better reputations in some areas than they do in others. As such, it is 
necessary to treat reputational scores using the same approach as that used to 
measure levels of performance in the dependent variable ‘financial performance’ 
(ROA, ROE, PER). The factor scores from the earlier analysis (Chapter 4) are 
therefore used in this study. Chapter Four of this thesis identified five key 
reputational themes that senior executives focus on: company reputation, corporate 
social responsibility (CSR) reputation, service reputation, corporate governance 
reputation, and financial reputation. Superior reputation is defined separately here 
along each reputational dimension to identify firms with reputational scores one or 
more standard deviations above the mean on any of the five reputational dimensions, 
standardised by industry and year. Those firms that scored higher than one standard 
deviation or higher above the mean in that industry, on any of the five reputational 
dimensions, were categorised as ‘1’, representing a firm with a superior reputation 
on that particular dimension in a given year (1998-2008). While this procedure 
implies that a firm can move in and out of the superior reputation category on an 
annual basis, which is true, it should be remembered that it was demonstrated in 
Chapter 5 that there are significant correlations between firms’ reputation scores 
over time. This also indicates that there will be some stability in firms’ membership 
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of the superior reputation category over time. Additionally, results obtained from 
Chapter 4 suggest that the relationship between reputation and performance was 
strongest when applying a two-year lag to the reputational data.   
Results from the literature also support a lagged approach. Sabate and 
Puente, (2003) in their review of the literature highlighted a lack of agreement, as 
some studies have considered lags which range from an immediate effect (Riahi-
Belkaoui and Pavlik, 1991; Srivastava, McIinish, Wood and Capraro, 1997), to a lag 
of one year (Roberts and Dowling, 2002) to that of several financial years (Sobol and 
Farrelly, 1988; Hammond and Slocomb, 1996; Dunbar and Schwalbach, 2000).   
In summary, the current research investigates the relationship between five 
reputational dimensions and firms’ financial performance (ROA, ROE, PER). Two 
key features of the analysis are that it uses measures different from traditional 
Fortune-type measures of reputation whose limitations are well known, and it 
focuses on measuring the relation of reputation with performance treating 
performance as long-term, sustained ‘profitability’ rather than relying on a snapshot 
of performance at a single time-point or averaged over a few time points. To do this, 
a truly longitudinal, event history approach known as survival analysis is used. 
 
3.9.3  Survival Analysis 
Predominately used in the biomedical sciences, survival analysis is concerned 
with the analysis of the timing of an event and factors that can influence its timing 
(Cleves et al., 2012). It is also commonly used in the engineering fields (Oakes, 
1983; Oakes, 2000) where it is known as ‘reliability analysis’ or ‘failure time 
analysis’. Organisational researchers have also identified survival analysis as a 
powerful statistical technique for investigating the effect of, for example, employee 
turnover (Morita, Lee and Mowday, 1989), stakeholder relations (Choi and Wang, 
2009), or levels of product innovation (Roberts and Dowling, 1997) on sustained 
financial performance. Morita et al. (1989, 280) argued that this approach is 
preferable to traditional regression techniques since “survival analysis explicitly 
incorporates time as a variable of interest; it is more flexible and better able to 
extract and use information from longitudinal studies than [other] methods.” 
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Survival analysis is preferred to regression because regression analysis relies on an 
assumption of normality and is unable to account for data that has been censored 
(Allison, 2003). 
A key assumption underpinning linear regression is the normality of the data, 
that is, the time to an event is assumed to follow a normal distribution. It is evident 
that “assumed normality of time to an event is unreasonable for many events” 
(Cleves et al., 2010, 2). Therefore, rather than transform the data to meet this 
assumption, it was seen to be preferable to utilise an alternative, truly longitudinal 
approach which as Cleves et al. (2010, 5) stated, “lets the data speak for itself.” 
Regression also ignores censoring. Censoring is said to occur when “we have some 
information about individual survival time, but we don’t know the survival time 
exactly” (Kleinbaum and Klein, 2005, 13). In simple terms, censoring occurs if the 
event in question has not occurred within the dataset. For example, in a medical 
study, a subject may be lost to follow up or the study may end before the event in 
question (e.g., death) occurs. Because regression relies on the event of interest 
occurring before it is included in the calculations, any data associated with a subject 
in whom the event never occurs is excluded. Survival analysis, on the other hand, 
recognises that the data is useful even if the event has not occurred within the study 
period. Allison (2003) suggested that as a result, when compared to regression, 
survival analysis is better suited to the comparison of time-to-event data between two 
or more groups and allows for the investigation of the relationship between 
covariates and the time to an event. While there are several mathematical models 
available, the Cox (1972) model has become popular because of its elegance and 
computational feasibility (Cleves et al., 2010).  
The Cox (1972) model is semi-parametric in that it provides an estimate of 
relative risk for the effect of predictors and covariates compared to a baseline hazard 
rate that is derived from the data rather than being specified. The Cox (1972) model 
can be viewed as consisting of two main parts: the underlying hazard function, often 
denoted ho(t), describing how the hazard (risk) changes over time at baseline levels 
of covariates; and the effect of parameters, describing how the hazard varies in 
response to explanatory covariates. A typical medical example would include 
covariates such as treatment assignment, as well as patient characteristics such as 
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age, gender, and the presence of other diseases in order to reduce variability and/or 
control for confounding. The result is the hazard rate, denoted, h(t), which gives the 
instantaneous potential per unit of time for the event to occur, given survival until 
that time, denoted as t (Allison, 2003; Kleinbaum and Klein, 2005; Cleves et al., 
2010). The Cox (1972) regression model can be expressed as:  
 
 
 
 
The bold X refers to the set of explanatory variables, which in the current research 
represents the five reputational dimensions. The right hand side of the equation 
returns the product of the baseline hazard and the exponential expression e to the 
linear sum of βi Xi, where the sum is over the p explanatory X variables (Kleinbaum 
and Klein, 2005). Put simply, the βi Xi in the proportional hazards model provides 
coefficients βi which distinguish the influence of Xi covariates on the length of time 
to an event. Because coefficients in a Cox (1972) regression relate to hazard, a 
positive coefficient indicates a higher risk of an event, and a negative coefficient 
indicates a protective effect of the variable with which it is associated, provided a 
certain assumption is met. The key consideration when using the Cox model is the 
proportional hazards (PH) assumption.  
The proportional hazards assumption states that the baseline hazard rate is 
assumed to be proportional throughout the time period in question (Kleinbaum and 
Klein, 2005; Cleves et al., 2010). This means that the baseline hazard h0(t) is a 
function of t, but does not involve the covariates, or X’s; however, the exponential 
expression (the sum of p explanatory X variables) involves the X’s but does not 
involve time t. The X’s here are called time-independent X’s because their influence 
is not related to time. A covariate is time-dependent if the difference between its 
values for two different subjects changes with time. For example, lifestyle factors 
such as smoking are considered time-dependent, whereas a covariate is time-
independent when its influence is not related to time (e.g., sex or race). However, 
even if variables are identified as time-dependent and thereby fail the assumption of 
proportional hazards, they can be recoded as dichotomous variables, for example, 
i=1 i Xi h(t,X) = h0(t) e 
p 
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when related to smoking: ‘exposed’ and ‘not-exposed’ instead of the original 
‘exposure time’. Therefore, the variables representing superior reputation were 
recoded from the original factor scores into dichotomous variables where a ‘1’ 
represented a superior reputation along a particular reputational dimension and a ‘0’ 
represented a firm with below average reputation.  
Overall, the use of survival analysis, in particular the Cox (1972) regression, 
in this research is appropriate as it allows the examination of time to an event, rather 
than the linear change or odds ratio available using linear or logistic regression, 
respectively. The Cox (1972) regression is also semi-parametric in that it doesn’t 
make assumptions related to the distribution of the occurrence of events over time. 
Additionally, regression techniques are unsuited to data that is censored, that is, 
where the event in question has not occurred. Therefore, by applying survival 
analysis to the hypotheses stated above, adaptive resilience is investigated by 
examining the hazard rate for firms with superior reputation that sustain above 
average performance, compared to those with below average reputation. Rebound 
resilience is also investigated using the Cox (1972) regression; however, rather than 
defining the event as a movement to below average performance it is defined as a 
movement from a position of below average performance to above average 
performance. 
3.10  Summary 
This thesis examines the influence of underlying sources of reputation on 
firms’ future financial performance using a large sample (N=2,658, 10,582 firm-year 
observations) of Australian firms’ annual reports, spanning 17 years (1992 – 2008). 
However, it is first necessary to empirically identify those underlying dimensions. 
As such there is a need to utilise an exploratory approach, given that secondary data 
sources as information relating to senior executive’ discussions is often difficult to 
access, particularly over extended periods (Morris, 1994). By analysing the content 
of executive communication about intangible resources in annual reports, it is 
possible to study senior decision-makers’ attention to different aspects of a firm’s 
reputation, termed here ‘reputational dimensions’. In practical terms, content 
analysis reduces costs and provides an unobtrusive methodology for accessing 
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communicators’ patterns and levels of attention to various issues and concerns, 
giving the researcher insight into senior executives’ ‘world-view’ (D’Aveni and 
MacMillan, 1990; Duriau et al., 2007; Kabanoff and Brown, 2008). Principal 
components analysis is the chosen analysis technique in this current research given 
its acknowledged suitability for reducing complex sets of variables into a smaller, 
more manageable set of factors. The identification of the reputational dimensions is 
then followed with an analysis of their temporal stability and the potential for 
sectoral differences to influence the level of attention given to each of the 
dimensions.  
Three statistical techniques will be used in the second study. To identify 
significant levels of stability a regression analysis will be performed, whereas to 
examine sectoral differences, both ANOVA and canonical correlation analysis will 
be conducted. Regression was identified as most suitable for the examination of 
temporal stability as the data meet the assumptions underpinning OLS regression, 
and this approach allows the researcher to make inferences about the predictability of 
the scores on each reputational dimension, year by year. However, in examining 
sectoral differences, it is necessary to use other techniques which better explain the 
variation between, or within, two or more groups. ANOVA is widely acknowledged 
as an appropriate technique for this research (Iversen and Norpoth, 1987; Bray and 
Maxwell, 1985; Rutherford, 2011). However, ANOVA is a relatively simple 
approach and provides only a basic insight into the differences between the means of 
each sector, whereas CCA elicits richer understanding given it provides standardised 
coefficients reflecting the degree of difference between the sectors along each of the 
reputational dimensions. The third and fourth studies are concerned with the effect 
the level of attention given to each of the reputational dimensions has on financial 
performance.  
Chapter 6 (Study 3) uses panel data analysis to examine the relationship 
between the discussion of a particular reputational dimension and any associated 
improvement in financial performance. OLS regression is unsuitable for assessing 
relationships over an extended period, as it does not include time as a variable. On 
the other hand, analysis involving panel data does include time as a specific variable. 
Panel data is seen to provide greater depth of understanding about the relative 
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heterogeneity of firms, whereas cross-sectional approaches such as OLS regression 
tend to smooth fluctuation or change over time (Baltagi, 2012). 
The final study in this thesis draws on the notion of profit persistence. 
However, rather than investigating the relationship between the underlying 
dimensions of corporate reputation with the expectation of a direct cause and effect 
relationship, Chapter 7 considers the potential for reputation to act in a less direct 
manner, through what has been termed here ‘adaptive’ and ‘rebound’ resilience. As 
such it is necessary to utilise a statistical technique, known as survival analysis, 
which assesses performance without eliminating those firms which, put simply, have 
not performed. Specifically, survival analysis is preferred to regression because 
regression analysis relies on an assumption of normality (over time) and is unable to 
account for data that has been censored (Allison, 2003).  
Overall, this thesis utilises an exploratory design with secondary data to 
examine the potential that intangible resources have to act as sources of reputation, 
and whether discussions by senior executives in annual reports influence long-term 
financial performance. In doing this, several underlying research questions must be 
addressed, all requiring specific statistical techniques which together address the 
limitations identified in much of the earlier literature related to corporate reputation 
and its potential to influence long-term financial performance.   
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CHAPTER 4 
Identifying potential reputational dimensions  
4.1  Introduction 
Earlier research into reputation suggested that there might be a number of 
underlying dimensions that reflect intangible elements or attributes of corporate 
reputation. Despite criticism of the strong correlation between firm attributes and  
prior financial performance, Fortune’s ‘Most Admired Companies’ index (FMAC), 
used eight underlying firm attributes which were argued to reflect both financial 
performance (long-term investment value, financial soundness, use of corporate 
assets) and other more intangible attributes of the firm (quality of management, 
quality of products and services, innovativeness, use of corporate talent, and 
community and environmental responsibility). However, by far the majority of 
research that has examined reputation and its influence on financial performance has 
tended to aggregate these dimensions into an overall measure (such as the FMAC or 
its international variants), to concentrate on only one dimension such as community 
and environmental responsibility (Cochran and Wood, 1984; McGuire et al., 1988; 
Preston and O’Bannon, 1997; Orlitzky, Schmidt and Rynes, 2003), or to focus on the 
quality of corporate governance (Goergen, 1999; Core, Robert, Holthausen and 
Larcker, 1999; Erkens, Hung and Matos, 2012) and its relation to financial 
performance. Other authors have also identified the potential for intangible resources 
to act as sources of corporate reputation.  
Hall (1992) suggested that intangible resources can be usefully viewed as 
representing the main underlying elements of corporate reputation, and that 
managers also recognise their importance to the firm. His work highlighted the 
potentially large number of dimensions that have not been considered within the 
literature in terms of their ability to influence financial performance. Additionally, 
Hall’s findings confirmed that senior executives actively seek to communicate 
information about intangibles to interested stakeholders. These results further 
support the notion that intangible resources have the potential to act as important 
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sources of corporate reputation. However, both theoretical and empirical literature 
has also suggested that while there is some agreement about what specific aspects 
represent intangible resources, there remains considerable disagreement.  
This disagreement may be a result of the different methodologies used to 
gather this information, differences in the views of individual researchers, or reliance 
on FMAC scores that were developed for a practical purpose but were without 
explicit conceptual or theoretical grounding. Given these considerations, the initial 
step in this study was to empirically identify the underlying dimensions or factors of 
corporate reputation by exploring the amount of attention given by senior decision 
makers to a variety of intangible resources discussed within the narrative portions of 
annual reports. The types or categories of intangible resources considered for 
inclusion come both from previous research by Hall (1992), Schwaiger (2004), de 
Castro, et al. (2006), Dollinger et al. (1997), and from those identified in a process of 
interrogation and interaction with actual annual report texts. The categories of 
intangible resources resulting from this process were then used as a starting point in 
the current study to analyse the content of annual reports from 2,658 Australian 
companies to measure attention to and differences in their level of attention to 
different intangible resources or reputational dimensions.  
4.2  Identifying Intangible Resource Categories  
While Hall’s (1992) list of intangible resources provided an appropriate 
starting point in this study to identify different potential aspects of reputation, it 
became evident that considering other authors’ reputational dimensions was useful. 
For example, Hall (1992) originally identified concern for the environment and/or 
the community as aspects of public knowledge, whereas other authors differentiated 
between social responsibility, ethical behaviour, reliability, fair attitude toward 
competitors, transparency and credibility (Schwaiger, 2004), or included a combined 
category of “social responsibility among [sic] the community” (de Castro et al., 
2006, 363). In another example, Hall (1992) identified employee know-how but did 
not include any reference to managerial expertise, whereas other authors (Schwaiger, 
2004; de Castro et al., 2006; Dollinger et al., 1997) identified ‘managerial quality’ as 
a critical intangible resource. This is also the case with the FMAC ratings. Hence, 
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the single category ‘employee know-how’ as noted by Hall (1992) was deemed to be 
too limited. This indicated a need to begin with a relatively exhaustive set of 
reputational categories drawn from multiple authors while also remaining open to 
adding further categories identified during the process of interacting with annual 
report texts. This provided an appropriate starting point for describing and measuring 
a set of reputation-related themes or categories that senior executives actually 
communicate to stakeholders.  
Through working with this broad initial set of categories (Table 4.1) 
identified in the literature, approximately 10,000 sentences were coded manually 
using text analysis software to develop an automated text scorer (termed the 
‘classifier’) to facilitate this current study. These sentences were randomly selected 
from the overall dataset of some 700,000 sentences extracted from annual reports 
previously described. Only those portions of the annual report that were identified as 
originating from senior executives, such as the letter to shareholders, the president’s 
or chairman’s letter, were included. This helped to ensure that analysis focused only 
on statements from the most senior executives rather than mere reporting statements 
such as auditors’ statements or declarations required by law. This process provided 
insight into the attention given to the different reputational content of annual reports, 
and resulted in the development of a modified set of reputational categories that were 
not considered in the earlier literature. An example of this was the addition of a 
category called ‘Board Expertise’. It was noted that there was no mention of ‘Board 
Quality’ in earlier research; however, upon reviewing the content of annual reports, 
references to board expertise or experience were found to be quite common, 
particularly in relation to new appointments. This observation also highlighted a 
potential difficulty in categorising discussion of these themes. 
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Table 4.1: Definitions and examples of the final set of reputational categories 
Category Title Definition and Example 
Financial Reputation 
References made to financial ‘reputation’, as opposed to mere statements 
of fact relating to financial performance.  
Consolidated has a strong balance sheet with [numerical] million in cash 
and receivables providing a particularly solid platform for its continued 
growth 
 
Corporate Governance 
These statements relate to aspects of corporate governance with a 
reputational impact such as signifying an effort to incorporate best 
practice governance systems or a commitment to comply with ASIC 
regulations.  
We are committed to high standards of corporate governance and in 
2005 will implement the international financial reporting standards 
 
Organisational Culture 
References to concepts related to organisational culture, for example, 
‘strong culture’, or ‘performance oriented culture’. Other terms normally 
associated include ‘vision’, ‘mission’ or ‘values’.  
The soft tactics include important items such as a clear set of values and 
behaviours that define the culture of Perpetual 
 
Managerial Expertise 
Statements relating to professional staff and senior management and 
either their individual expertise in a given profession or the excellent 
quality of the overall management team. Board members are not 
included.   
John has strong experience in general management and IT distribution 
 
Board Expertise 
Focus here is on the expertise and experience of board members only. 
These statements reflect a high degree of expertise in a relevant field or 
the expertise of the board as a whole.  
Three new non-executive directors were invited to join the board 
expanding its membership to six and adding seasoned expertise and skill 
 
Employee Welfare 
Statements related to the health, safety and work/life balance of 
employees. This is often in reference to OHS practices, recognition of 
employee concerns, or the provision of employee share schemes.  
These include paid maternity, paternity and adoption leave, flexible 
working hours, job sharing, home based work and on-site child care 
facilities 
 
Employee Expertise 
Captures comments related to the expertise of employees, their 
development and efforts to retain or improve it by the company. 
Employees are seen here as lower level employees with a focus on 
operational roles including front line supervision.  
Training programs have been built or sourced externally to enhance staff 
skills 
 
Product Reputation 
Focused on product or service and its qualities, for example, product 
innovation, statements that indicate a long and distinguished history, 
gaining accreditation/certification, winning awards.  
We have developed a reputation for producing consistently good wine 
that meets the needs of the market and which is well regarded 
 
Company Reputation 
This category is seen as the overall ‘reputation’ of a company. On 
occasion the company name is a well-known brand, for example, ‘Coca 
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Cola’ or ‘Just Jeans’. It includes reference to companies rather than 
product or process. 
Austereo’s award winners this year were, for best newcomer on-air, best 
station produced commercial, best station produced comedy segment, 
best community service project, best sales promotion, best sports event 
coverage and best documentary 
 
Market Opportunity 
Defined as the potential of a market to grow and deliver significant 
returns. It includes references to new markets, internationalisation 
activities or the potential of a current market to grow in the future.  
FSC certification is recognition that our forests are well managed and 
ensures access to high value markets particularly in north America as 
well as providing opportunities for pricing premiums 
 
Environmental 
Responsibility 
Captures efforts by companies to behave in an environmentally aware 
manner such as statements relating to above average compliance with 
environmental legislation, attempts to improve systems or gain 
accreditation.  
PBRS environmental management performance at the East Bentleigh site 
in Melbourne was recognised when it received certification for ISO 
[numerical], the international standard for environmental best practice 
 
Community 
Responsibility 
Statements refer to a respect for local communities and the inclusiveness 
with which the company approaches difficult community issues. This is 
shown through, for example, awards for excellence, employment of local 
populations, or references to the need to be an active member of the 
community.  
We were pleased to receive wide ranging recognition for some of these 
programs in particular the global business coalition on HIVAIDS award, 
... and a special award for impact on a community in the Australian 
Prime Minister, 2003 awards for excellence in community business 
partnerships 
 
Customer Focus 
This category captures references made to the ability of the company to 
listen to its customers. It includes references to client feedback, customer 
surveys, and policy implementation advocating a desire to listen and learn 
from customers.  
During the year the group adopted a new regional operating model that 
is designed to make the organisation more nimble and customer focused 
 
 
To ensure that the software could better distinguish between reputational 
statements and non-reputational statements, it was necessary to develop other non-
reputational categories. Five non-reputational categories (Table 4.2) were added 
during the classification process so that the software could better differentiate 
between statements that simply reported facts contained elsewhere in the annual 
report and those statements that implied a reputational element or theme. For 
instance, it was necessary to distinguish between reputational statements related to 
‘Board Quality’ and ‘Board Experience’, such as “Three new non-executive 
directors were invited to join the board expanding its membership to six and adding 
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seasoned expertise and skill”, from those statements merely explaining a retirement 
and/or appointment of new board members, such as “Following the resignation of Dr 
Ward in February Mr Grant joined the board as a non-executive director”.  
Another example of the non-reputational categories included in the text 
classifier is the financial performance category. ‘Financial Performance’ was 
included as a non-reputational category so that statements merely restating facts 
about financial performance were separated from statements reflecting a company’s 
prior financial reputation. Statements such as “sales were up by [numerical] and 
profit improved by [numerical]”1 were categorised differently from statements that 
were viewed as more reflecting financial reputation, such as “As a result operating 
profit before tax was up [numerical] and net operating cash flow rose to [numerical], 
almost four times the previous year’s figure”, or “... this is reflected in another 
excellent financial performance”. It is evident that in contrasting these examples that 
there is a difference between merely stating facts and describing performance with 
phases such as “another excellent financial performance”, and “almost four times the 
previous year’s figure.”  
Additionally, some of the categories developed in the literature were 
removed because they did not reflect reputational statements, and were more 
statements of fact (e.g., Networks and Alliances (Hall, 1992), Market Leadership 
(Schwaiger, 2004), Innovation (de Castro et al, 2006)). For example, in terms of 
innovation, authors of annual reports often comment on this aspect; however, the 
comments relate to ‘improving innovation’ or developing ‘innovative products’ 
rather than statements signifying that they have won awards for their ability to 
innovate, or whether the organisation has a competitive advantage as a leader in 
innovation. The next stage in developing the set of categories was to ‘train’ the 
software to recognise sentences containing a particular theme. 
 
 
 
                                                 
1
 The term ‘numerical’ is added by the software when numbers such as dollar figures or year are 
removed from the text 
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Table 4.2: Definitions and examples of additional categories 
Category Title Definition and Example 
Financial Performance  
Reflects statements that mainly describe only the firm’s financial 
outcomes or performance rather than signifying any reputational aspect 
such as ‘strong performance’, ‘best ever profit’.  
The increased activity in all areas of the company resulted in revenue 
from ordinary activities increasing from [numerical] to [numerical] 
from the previous year 
 
Acknowledgements 
Captures the 'recognition' of team members, including shareholders, 
employees, managers and board members. 
We recognise the contribution that our employees have made to the 
results this year 
 
Board Retirements and 
Appointments 
Purpose of this category is to help the classifier discriminate between 
statements that refer to board or managerial expertise, and statements 
merely referring to the retirement and appointment of individuals.  
Following the resignation of Dr Ward in February Mr Grant joined the 
board as a non-executive director 
 
Unique Physical 
Resources 
References made to resources in such a manner as to indicate uniqueness 
or speciality. Statements include references made to size, significance 
and newness.  
We further demonstrated that our flagship project Cerro Negro is a 
world class high grade gold deposit 
 
Reporting Statements  
These statements include references to: a) another more detailed piece of 
reporting that is available at another place in the report; and b) 
statements that are required by law. 
As audit partner for the audit of the financial statements of piquant blue 
limited for the year ended [numerical] June 2005, I declare that to the 
best of my knowledge and belief there have been no contraventions of.... 
 
 
4.3  Calculating Theme Density 
With a number of intangible resource themes identified, the next step was to 
calculate a measure that estimated the relative amount of attention given to these 
themes in each annual report. This was defined as the relative frequency or ‘density’ 
of each category in annual report discussion, relative to the length of the report. The 
first stage involved training the software, termed the ‘classifier’. This involved 
manually classifying sentences containing the themes shown in tables 4.1 and 4.2 
and saving them to a file created by the software. These examples or ‘training’ 
sentences provided the basis for the calculation of a probability ranging between 0 
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and 1 that represented the likelihood of a theme being present in a sentence, based on 
the occurrence of words within sentences that were selected by the coder as 
containing a particular theme. Intuitively, it can be appreciated that sentences 
containing a theme such as ‘Financial Reputation’ will tend to use different words 
from those discussing ‘Governance Reputation’ and, by extension, sentences 
representing reputational statements are likely to be different from those without a 
clear reputational aspect. This represents a machine learning approach to content 
analysis as outlined by Kabanoff and Brown (2008). Sebastiani (2002, 2) described 
the use of the machine language (ML) approach to text categorisation “as a general 
inductive process [which] automatically builds an automatic text classifier by 
learning, from a set of pre-classified documents, the characteristics of the categories 
of interest”. This approach to text analysis uses the co-occurrence of word patterns 
that are related to a particular theme in order to identify that theme in the other 
sentences. Words that are often seen in conjunction with a particular theme will 
naturally generate a higher probability that a particular theme is present.   
The ML approach has a considerable advantage over traditional dictionary 
approaches in that it “does not require the extremely time-intensive development of 
coding schema, rules, or word lists that include all or most of the synonyms for any 
broad theme” (Kabanoff and Brown, 2008, 155). As such it does not require a coder 
to manually identify and design words and rules associated with each theme, or those 
which are needed to distinguish among themes that are different but share some 
common words (e.g., ‘Financial Reputation’ and ‘Financial Performance’). 
Additionally, the researcher is able to determine the accuracy of the classifier as they 
continue to add examples.  
As sentences are added to the classifier, the researcher assesses how 
accurately the classifier is performing in relation to identifying different themes, 
whether there is a need to add more examples, and whether there are any systematic 
errors being made by the classifier and how these might be corrected (e.g., by 
refining or narrowing a category). These assessments are carried out by asking the 
classifier to identify collections of sentences containing one or more of the themes 
and assigning them a probability. Should the researcher notice that the software is 
having difficulty in detecting certain themes, based on the calculated probability, the 
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number of sentences related to that theme is increased, thereby providing the 
software with more examples from which to ‘learn’, that is, develop its decision 
process further using its inbuilt algorithm. As the number of sentences becomes 
larger, they provide an increasingly more accurate guide for the classifier to select 
other sentences containing the same theme. Note that should multiple themes be 
present in any sentence, that sentence is coded across as many categories as required. 
In this study, the final classifier was developed by creating two smaller, separate 
classifiers and then combining them. This provided the opportunity to ensure 
reliability and consistency among individual classifiers and the final combined 
version. Where inconsistencies were identified, the classifier was reviewed and 
erroneous entries were removed. At the end of this process, the classifier contained 
over 2,200 sentences that were then used to score the whole dataset from which an 
overall score for each annual report was calculated. The formula below represents 
this procedure mathematically for (catk): 
 
catk = P(w1|catk) × P(w2|catk) . . .P(wn|catk) × P(catk) 
 
“Where P(wi |catk) is the probability that word ‘i’ is present for that category 
(calculated from the training set), and P(catk) is the base probability of category 
membership” (Kabanoff and Brown, 2008, 155). 
Once the classifier had calculated a probability for each sentence, it 
aggregated them to provide a basic score or estimate of the likelihood that a 
particular theme was present in each annual report. These scores were adjusted for 
the number of sentences in order to provide what Kabanoff and Brown (2008, 29) 
term “density”, or a measure that estimates the relative frequency or level relative to 
the length of the report.  
 
4.4  Data Screening 
Following the calculation of a ‘theme density’ measure for all annual reports, 
the data were screened for normality in order to conform to the assumptions 
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underpinning multivariate analysis. The data were then reviewed using IBM SPSS 
Statistics 19 through histograms, stem and leaf diagrams, and normal and de-trended 
Q-Q plots. Through this analysis it was observed that the data were positively 
skewed with considerable numbers of reports scoring zero or very near zero on a 
theme. This is not of itself surprising and is regularly observed in content analysis, 
because unlike questionnaires where people are required to respond to every concept 
presented by the researcher (even those that they would not normally consider or 
consider to be important), natural text reflects only things that the communicator has 
articulated, thereby indicating the level of attention given to a particular reputational 
element. Clearly, not every firm would necessarily see every reputational element as 
important or relevant, and this being the case, not all themes are present in all of the 
reports; however, from the viewpoint of analysing this data such variables clearly 
required transformation. A range of methods was trialled, including inversion, 
Log(n) and square root. The last method was selected as it was the most effective in 
transforming the data into an approximation of a normal distribution. Figure 4.1 
shows the change in distribution of one variable, ‘Financial Reputation’ (all other 
variables are shown in Appendix 1). Further, with over 10,500 cases the sample size 
far exceeds the minimum sample size required for reliable principal component 
analysis, which was the next step in the analysis.  
 
Figure 4.1: Histograms of financial reputation prior to and post transformation 
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4.5  Results 
4.5.1  Analysis of correlation matrix 
The correlation matrix (Table 4.3) indicates that there are numerous 
significant correlations between individual variables. Given the very large N 
(10,582) for this matrix, even very small correlations are significant (e.g., a value of 
.02 is < .05). Thus, Table 4.3 only reports correlations above .10. Of particular note 
is the very strong correlation between the theme ‘company reputation’ and ‘board 
expertise’ (r = .90; p<.01), suggesting the existence of a relationship between 
discussion of the experience of board members and the discussion of issues related to 
company reputation, which regularly occurred together. To a lesser degree, the 
‘customer focus’ theme is moderately correlated to the themes of ‘product 
reputation’ (r = .39; p<.01), ‘organisational culture’ (r = .36; p<.01), and ‘market 
opportunity’ (r = .32; p<.01), whereas the themes ‘market opportunity’ and ‘product 
reputation’ are also moderately correlated with company reputation (both r = .32; 
p<.01). The results also identify several other small to moderate correlations that are 
intuitively meaningful.  
 The moderate correlations between ‘Environmental Responsibility’ and 
‘Community Responsibility’ (r = .31; p<.01) and ‘Employee Welfare’ (r = .34; 
p<.01) are examples of the intuitively meaningful  relationships observed in the text, 
as they reflect the natural occurrence of similar themes evidenced in the corporate 
social responsibility and sustainability literatures. Another example of an intuitive 
relationship is the moderate correlation between ‘Product Reputation’ and ‘Market 
Opportunity’ (r = .30; p<.01) that suggests, not unreasonably, that discussion of 
these themes regularly occurred together. This is also supported by the co-occurrence 
of some of the themes within the sentences identified in the original coding 
procedure. For example, the three themes, ‘Employee Welfare’, ‘Environmental 
Responsibility’ and ‘Community Responsibility’, were often found to be in the same 
sentence, suggesting that these three themes were in fact part of a larger construct, in 
this case, corporate social responsibility.  
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Table 4.3: Correlations and descriptive statistics for the 12 reputational themes 
              
  
Reputational Categories 
Mean 
(S.D.) 
1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 
1. Board Expertise 
.05 
(.06)            
2. Community Responsibility 
.11 
(.09)            
3. Corporate Governance 
.05 
(.07) 
.14** 
          
4. Company Reputation 
.38 
(.12) 
.90** 
          
5. Customer Focus 
.21 
(.11) 
.13** .10** .14** .28** 
       
6. Employee Expertise 
.21 
(.11)  
.18** 
 
.12** .23** 
      
7. Employee Welfare 
.21 
(.11)  
.23** 
  
.11** .19** 
     
8. 
Environmental 
Responsibility 
.11 
(.10)  
.31** 
  
-
.10** 
.12** .34** 
    
9. Financial Reputation 
.26 
(.13)     
.20** 
  
-
.11**    
10. Market Opportunity 
.09 
(.09) 
.15** 
  
.32** .32** 
 
.13** 
 
.20** 
  
11. Organisational Culture 
.07 
(.07) 
.10** .18** .14** .13** .36** .23** .20** 
  
.16** 
 
12. Product Reputation 
.10 
(.10) 
.10**     .32** .39** .20**     .10** .30** .21** 
 
only correlations above 0.10 have been included given the large number of cases (N= 10,582) 
   
 
* correlation is significant at the .05 level; ** correlation is significant at the .01 level (2-tailed) 
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Additionally, two negative relationships, both very mild, are observed. 
Environmental Responsibility is negatively related to both customer focus (r = -.10; 
p<.01) and, interestingly, financial reputation (r = -.11; p<.01). This suggests that 
discussion of the theme related to environmental responsibility is somewhat less 
often discussed concurrently with either the theme related to customer focus or to 
financial reputation. Overall, these results suggest the potential for the existence of a 
meaningful structure underlying the specific reputational elements; as such a 
principal component factor analysis of the twelve reputational themes followed by a 
varimax rotation was conducted (Table 4.4).  
 
4.5.2  Interpretation of Overall Solution  
Table 4.4 shows that over 61% of the total variance could be explained in 
terms of five factors. All reputational themes had primary loadings of over .60 with 
several over .70, while only three themes (‘Corporate Governance’, ‘Customer 
Focus’ and ‘Market Opportunity’) had cross-loadings on secondary factors, with 
only one slightly greater than .40, each on a different factor. Customer focus had the 
highest cross loading of all the themes (.41) on the factor identified as ‘Company 
Reputation’. However, the primary loading of .61 on the factor identified as ‘Service 
Reputation’ suggests that this theme had a closer relationship with the other two 
themes in this factor, namely, ‘Organisational Culture’ (.69) and ‘Employee 
Expertise’ (.65). As such, the customer focus theme was included in the ‘Service 
Reputation’ factor rather than ‘Company Reputation’. The theme defined as 
‘Corporate Governance’ also had a cross-loading of .31 on ‘Service Reputation’; 
however, given its much larger primary loading (.68) on the factor identified as 
‘Governance Reputation’, it was included there.  
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Table 4.4: Factor analysis for the twelve reputational elements 
Theme 
Company 
Reputation 
Corporate 
Social 
Responsibility 
Service 
Reputation 
Governance 
Reputation 
Financial 
Reputation 
Company Reputation .781     
Market Opportunity .619    .371 
Product Reputation .608     
Environmental 
Responsibility  
.808    
Employee Welfare 
 
.701 .212  .220 
Community Responsibility 
 
.622    
Organisational Culture 
 
 .690 -.226 .238 
Employee Expertise  .221 .647  .265 
Customer Focus .408  .606   
Board Expertise .297   .766  
Corporate Governance .258  .312 .675  
Financial Reputation 
  
  .873 
Eigenvalue 2.51 1.64 1.14 1.07 .98 
% Total Variance 20.90 13.66 9.49 8.9 8.16 
Cumulative % 20.90 34.55 44.04 52.98 61.13 
 
The five-factor solution was accepted for a number of reasons. While the 
‘levelling off’ of eigenvalues on the scree plot after two factors (Figure 4.2) appeared 
to account for little extra variance, the following three factors were intuitively 
meaningful in terms of previous theoretical and empirical analyses of reputational 
dimensions: the relatively small cross-loadings across themes; the small number of 
primary loadings; and difficulty in interpreting the subsequent factors.  
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Figure 4.2: Scree plot of eigenvalues 
 
 
While the third and fourth factors reflect the literature in relation to the 
importance of customer service and corporate governance related themes, the final 
factor, termed here ‘Financial Reputation’, is widely acknowledged in the literature 
as potentially the most influential underlying dimension of overall corporate 
reputation (Hall, 1992, Fombrun and Shanley, 1990; Roberts and Dowling, 2002; 
Barnett et al. 2006; Walker, 2010) and therefore cannot be ignored. Additionally, the 
Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy was also identified as 
acceptable (.72) as it is above the recommended minimum threshold of .60 
(Tabachnick and Fidell, 2001). The diagonals of the anti-image correlation matrix 
were all over .70 except for ‘Environmental Responsibility’ (.58), ‘Corporate 
Governance’ (.65), ‘Employee Wellbeing’ (.69) and ‘Financial Reputation’ (.62), 
supporting the inclusion of each item in the factor analysis. Given these overall 
indicators, interpretation of the level of attention given to the key dimensions of 
corporate reputation focused on this five-factor solution. 
Overall, the majority of the categories or reputational themes identified could 
be grouped into a higher-order structure that is related to themes considered in earlier 
research. There are clearly some elements that refer to aspects of financial 
performance (Roberts and Dowling, 2002), whereas there are other elements that 
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relate to corporate social responsibility, organisational culture, and various aspects of 
product quality, market opportunity and governance related concerns. 
 
4.5.3  Interpreting Individual Factors 
It is evident that each of the factors empirically brings together reputational 
topics that have an intuitive and conceptually meaningful association. They have 
been interpreted as follows: 
 Factor 1, Company Reputation: The three main themes forming this factor all 
focus on aspects of the company, its products or services, and the markets it 
serves including potential opportunities in those markets or new markets. The 
three themes reflect the notion of quality and continued corporate success, not 
only in terms of market position or product quality, but also the firm overall 
through statements related to the winning of awards and reference to the 
continued achievements of the firm.  These are elements that have been 
discussed by previous authors as aspects of company reputation (e.g., Fombrun 
and Shanley, 1990; Hall, 1992; Rindova, Williamson, Petkova and Sever, 2005).  
This factor also loaded most strongly on the theme of company reputation (.78); 
therefore, while it has a slightly broader set of elements, this factor has been 
interpreted as primarily reflecting the amount of attention given by senior 
executives to overall Company Reputation.   
 Factor 2, Corporate Social Responsibility (CSR): It is not unexpected that the 
three variables, ‘Environmental Responsibility’, ‘Employee Welfare’ and 
‘Community Responsibility’ appear together within one factor. The literature on 
corporate social responsibility clearly links all three constructs under the 
umbrella of CSR (Carroll, 1991, Blackburn, 2007). Further, Freeman (1984) 
noted that CSR is based on the principle that organisations need to recognise 
multiple stakeholders, for example, the community and employees, and reflect 
the view that business is part of society as a whole (van Marrewijk, 2001). The 
factor analysis supports the combination of these three variables given their very 
close relationship; as such, it reflects the level of attention given by senior 
managers to issues of corporate social responsibility. Finally, this interpretation 
is consistent with the draft definition developed by the International Standards 
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Organization (ISO) in that corporate social responsibility includes both societal 
and environmental aspects (ISO, 2010). 
 Factor 3, Service Reputation: Organisational culture, employee expertise and 
customer focus are clearly related. Much of the literature relating to the 
development of customer service highlights the need for staff training and the 
development of a service culture (Sturdy, 2000; Sidorko and Woo, 2008; 
Denburg and Kleiner, 1994), and suggested that organisations which differentiate 
themselves through enhanced customer focus will need to develop a culture of 
customer service and implement training programs that enhance employee 
expertise in relation to customer service. The three variables constituting this 
factor vary by only .08 (.69 – .61). As such, it is reasonable to suggest that, when 
communicating about customer focus, senior executives also often comment on 
up-skilling or existing skills, the attitude of employees towards customers, and 
the culture of service within the firm. In view of these factor analytic results, we 
can conclude that discussion of employee skills and attitudes regularly occurs in 
the context of discussions about the features, strengths, changes or enhancement 
of organisational culture, particularly in service-based industries. Because of the 
clear linkage between culture, employee expertise and customer service, this 
factor reflects the level of attention given by senior executives to customer 
service and is interpreted here as ‘Service Reputation’.  
It should be noted that ‘Customer Focus’ also cross-loaded on ‘Company 
Reputation’ (.41). The most likely reason for this is that in the case of many 
companies their ‘product’ also has a ‘service’ component, so while this category 
includes reputational statements about customer focus, it is not surprising that a 
‘service’ element or ‘customer focus’ also contributes to overall ‘Company 
Reputation’. While it might be possible to have separate categories for ‘products’ 
and ‘services’, there are several arguments against doing this: in some cases 
firms refer quite legitimately to their services as products, and drawing quite 
narrow distinctions can both tax the capabilities of machine coding and restrict 
the frequencies and distribution of variables making analysis more difficult and 
less reliable.  
 Factor 4, Governance Reputation: Two variables, ‘Board Expertise’ (.77) and 
‘Corporate Governance’ (.67) loaded heavily on this factor. This relationship is 
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unsurprising given that a board’s level of expertise is widely assumed to impact 
on a firm’s ability to provide or implement sound approaches to corporate 
governance (Ashbaugh-Skaife, Collins and La Fond, 2006). Research into 
corporate governance has highlighted the role that board members’ qualifications 
and expertise play. Downes and Russ (2005, 89) examined the Enron failure and 
noted that, “the credentials and professional reputations of directors instil 
investor confidence and increase the value of a company’s stock”. This 
discussion of board expertise and corporate governance also reflected the 
considerable influence that agency-based ideas about corporate governance have 
had on management and boards as well as investors and other external parties 
(Shleifer and Vishny, 1997). Therefore, interpreting this factor in this way is 
consistent with existing corporate governance literature that has stressed the 
impact the characteristics and breadth of experience of board members and 
senior executives have on a firm’s reputation for corporate governance quality. 
 Factor 5, Financial Reputation: Financial Reputation has been considered a 
fundamental element of corporate reputation in much of the literature (e.g., 
Dollinger et al., 1997; Roberts and Dowling, 2002; Eberl and Schwaiger, 2004; 
Schwaiger, 2004; Love and Kraatz, 2009), so it is not unusual to find that the 
fifth factor consists primarily of financial reputation. The primary loading on the 
fifth factor for the Financial Reputation variable was the highest of all the 
variables in this study (0.87), with a small cross-loading of only 0.37 on ‘Market 
Opportunity’. This factor also has minimal cross-loading from three other 
variables, the highest being ‘Customer Focus’ (0.27), followed by ‘Employee 
Expertise’ (0.24) and ‘Employee Welfare’ (0.22), all of which have much higher 
loadings on other factors. Consequently, the fifth factor is a reflection of the level 
of attention given by senior executives to the ongoing financial success of a firm 
and has been termed ‘Financial Reputation’.  
 
Overall, the interpretations of the five factors are consistent with earlier 
reputational research and are quite readily interpretable and meaningful. These 
factors (‘Company Reputation’, CSR Reputation’, ‘Service Reputation’, 
‘Governance Reputation’ and ‘Financial Reputation’) are termed collectively 
‘Reputational Dimensions’, and provide an appropriate measure of the level of 
attention given by senior executives to each dimension of corporate reputation. 
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4.6  Discussion 
Much of the earlier research into corporate reputation has received criticism 
for a lack of definitional clarity and a reliance on overall measures of corporate 
reputation. The current research has addressed these criticisms through the use of an 
alternative methodology, that is, the content analysis of annual reports that identified 
twelve themes related to intangible resources. Through the use of PCA, these themes 
were seen to combine to form five higher-order reputational factors, termed here 
‘reputational dimensions’ that are consistent with previous empirical and theoretical 
considerations of corporate reputation. As such, the five reputational dimensions 
identified in the present study are a more comprehensive, empirically derived set of 
dimensions than has generally been studied in the past. The approach taken here 
acknowledges the potential for intangible resources to act as underlying sources or 
dimensions of corporate reputation. This view is consistent with the findings of 
several other researchers (Hall, 1992; Dollinger, Golden and Saxton, 1997; 
Schwaiger, 2004; de Castro, López and Sáez, 2006). 
The results of the current research are consistent with those of Hall (1992), 
who identified thirteen intangible resources that senior executives ranked as the most 
critical to firm success. These include employee know-how, organisational culture, 
public knowledge and intellectual property. The results of the current research also 
reflect the conclusion drawn by de Castro, López, and Sáez (2006) in that intangible 
resources are sources of corporate reputation. They categorised reputation as 
including two broad categories, namely, the ‘business reputation’ category which 
included intangible resources such as managerial quality, innovation and financial 
performance, and what they defined as the ‘social reputation’ category, which 
included intangible resources that were primarily concerned with community and 
social responsibility. This research also suggested that the earlier work by Roberts 
and Dowling (2002) which demonstrated that the underlying elements of corporate 
reputation were a combination of both a ‘financial element’ and other less well 
understood elements (collectively termed ‘residual reputation’), was a valid 
interpretation. These results therefore support the argument that while discourse 
relating to financial reputation is certainly evident, there is a range of other 
reputational dimensions that are actually discussed by executives in annual reports. 
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Therefore, given the similarity with the conclusions drawn in this study and those 
developed by earlier researchers (e.g. Roberts and Dowling, 2002) it is evident that 
intangible resources act as underlying sources or dimensions of corporate reputation, 
and that financial reputation is not the only reputational dimension that concerns 
senior executives. 
Additionally, this current study also overcomes several limitations of much 
earlier research, including the tendency to focus on small samples, and the reliance 
on retrospective perceptions of senior executives. The identification of reputational 
dimensions by analysing reputational aspects considered in actual documents also 
mitigates the influence of the researcher’s a priori expectations about what 
respondents might consider important aspects of a firm’s reputation to be. Further, 
since annual reports are publicly available, have legal standing and a wide audience, 
the reputational dimensions identified within them can be considered to be 
reasonably representative of the overall construct of corporate reputation. Given that 
the sample in the current study has over 10,500 cases, was drawn from annual 
reports covering an extended timeframe of 17 years and focused on the 
communication of senior executives, it is evident that this study has overcome many 
of the limitations observed in earlier research. Further, the fact that this research has 
used an alternative methodology by sourcing naturally occurring, unobtrusive and 
less restrictive information about executive’ perceptions and analysing the level of 
attention given by senior executives to their firms’ different reputational concerns, 
there is sound basis for the conclusion that executives perceive a range of intangible 
resources to be potentially important sources of corporate reputation. The five 
reputational dimensions identified here are consistent with this observation and 
represent a much broader set of reputational dimensions than has been considered by 
any single previous researcher.  
4.7  Summary 
In summary, the study conducted here identified five higher-order 
reputational dimensions (company, corporate social responsibility, service, 
governance and financial) that represent the amount of attention given by senior 
executives to the underlying intangible elements of corporate reputation. These 
reputational dimensions were derived from Hall’s (1992) work on intangible 
resources and are consistent with previous empirical and theoretical considerations 
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of corporate reputation (Hall, 1992; Dollinger, Golden and Saxton, 1997; Roberts 
and Dowling (2002); Schwaiger, 2004; de Castro, López, and Sáez, 2006). They also 
provide a more comprehensive, empirically derived set of underlying dimensions 
than has generally been studied in the past. Further, the factor scores for each 
dimension effectively measure the amount of attention given by senior executives to 
that particular dimension. This lends support to the argument that the five 
reputational dimensions identified here represent a useful starting point for 
improving our understanding of corporate reputation, as evidenced by the level of 
attention given to them by senior executives in annual reports 
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CHAPTER 5 
Temporal Stability and Sectoral Differences in Reputational 
Dimensions  
5.1  Introduction 
This chapter examines two questions related to executives’ discourse on 
aspects of firms’ reputations in annual reports. While reputations can see some 
change over time (Bromley, 2000; Reuber and Fischer, 2007), on average, we would 
expect to find that firms’ reputations do not fluctuate in a random fashion over time, 
such that their reputational standing on any dimension in one year has no relation to 
their relative standing on the same dimension in other years. Since reputations have 
been conceptualised as reflecting intangible elements that are relatively difficult to 
develop, it follows that they should exhibit a degree of stability over time. However, 
while there is considerable agreement that reputation has a degree of temporal 
stability, some empirical results suggest that fluctuations in a firm’s reputation can 
occur (Dunbar and Schwalbach, 2000). Additionally, because the majority of studies 
examining the stability of reputation use FMAC ratings, there is a potential for 
previous findings of stability to reflect stability of financial performance, rather than 
stability of a firm’s reputation. This chapter therefore uses the longitudinal aspects of 
the current dataset to examine the temporal stability of different dimensions of 
corporate reputation over various periods of time ranging from one to ten years, 
rather than a uni-dimensional measure. The second issue considered in this chapter is 
whether the relative importance of different dimensions of firms’ reputations varies 
across industry sectors. Because reputation is an important element in establishing a 
firm’s legitimacy within a specific industry context, it is expected that the relative 
importance of different reputational dimensions varies by industry sector. 
 
5.2  Temporal Stability of Corporate Reputation 
Temporal stability has long been identified as an important factor 
fundamental to our understanding of corporate reputation (Fombrun and Shanley, 
1990; Hall, 1992; Roberts and Dowling, 2002; Wartick, 2002; Walker, 2010), so 
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much so that it is one of the core concepts included in the definition of corporate 
reputation adopted within the literature, and by this thesis. It is widely accepted that 
because corporate reputation is the result of complex historical processes within the 
firm, reputations do not change quickly or dramatically (Fombrun and Shanley, 
1990), except in circumstances such as major corporate malfeasance (Alsop, 2004; 
Dunbar and Schwalbach, 2000) or as a result of executives’ concerted efforts to 
improve their firm’s reputation (Dunbar and Schwalbach, 2000; Hall, 1992; Roberts 
and Dowling, 2002). Fombrun and Van Riel (1997, 7) highlighted that because 
reputations are derived from firms’ resource allocations and complex histories, their 
strategies are constrained by what they term “mobility barriers”. By limiting the 
strategic options open to executives, these mobility barriers create a degree of 
stability or consistency in firm behaviour and, consequently, corporate reputation 
(Herbig, Milewicz and Golden, 1994).  
In their investigation of variation in firms’ FMAC ratings between 1983 and 
1997 (N=431), Vergin and Qoronflech (1998, 19) found that many firms remain 
consistently in “either the top ten or the bottom ten, for several years in a row.” That 
is, those firms with an excellent or superior reputation tend to remain in the FMAC 
top ten, whereas those with the lowest reputational ranking often remain at the 
bottom. This highlights the relative stability of corporate reputation, particularly at 
high and low reputation levels. However, while Vergin and Qoronflech, (1998) 
identified a significant degree of stability in firms’ FMAC ratings over an extended 
period, Dunbar and Schwalbach (2000) in a similar study of German firms’ 
reputational rankings between 1988 and 1998 (N=63) suggested that there is in fact 
an expectation of some movement as a result of environmental influences to which 
firms must respond. Dunbar and Schwalbach (2000) found that 41% of firms within 
the sample demonstrated temporal stability by maintaining their reputational 
standing over time, as ranked by the German equivalent of the FMAC index. 
However, the authors also observed that reputation varied over the same period, 
since 24% of the firms fluctuated between the middle and the highest reputation 
levels, and 30% of the firms fluctuated between the middle and the lowest ranked 
firms (Dunbar and Schwalbach, 2000). They further highlighted that temporal 
stability was greatest in firms exhibiting a below average or poor reputation as firms 
in this category (11%) tended to remain in that category for extended periods, 
whereas the least stability was evidenced in those firms seen to have an above 
 144 
 
average or superior reputation (6%), since firms tended to lose reputational standing 
over time and then rebuild or rebound in the following period (Dunbar and 
Schwalbach, 2000). Despite the small sample, these findings suggest that while 
executives have long-term objectives and strategies for developing and maintaining 
corporate reputation that remain relatively stable over an extended period, they are 
impacted on from time to time by events that are generally more short-term in their 
reputational effects (Hall, 1992; Vergin and Qoronflech, 1998; Dunbar and 
Schwalbach, 2000). Dunbar and Schwalbach highlighted that one explanation for 
some of this variation is due to industry or sectoral differences (2000).  
 
5.3  Sectoral Differences in Reputational Dimensions 
The literature has long acknowledged the need to recognise industry 
influence, particularly given reputational measures are often industry specific 
(Fombrun and Shanley, 1990; Roberts and Dowling, 2002; Inglis et al., 2006; 
Brammer and Pavelin, 2006; Brammer, Millington and Pavelin, 2009). However, 
rather than examining sectoral differences across a range of dimensions as in this 
current study, the literature has tended to identify sectoral difference in individual 
dimensions in separate studies, such as CSR (Basedo et al., 2006; Brammer and 
Pavelin, 2006; Melo and Garrido-Morgado, 2011), board diversity (Brammer, 
Millington and Pavelin, 2009), capital structure (Degryse, de Goeij and Kappert, 
2012), investment risk profile (Delgado-García, de Quevedo-Puente and Díez-
Esteban, 2013), profit persistence (Cubbin and Geroski, 1987), or the quality and 
quantity of environmental disclosure evidenced in firms’ annual reports (Clarke and 
Gibson-Sweet, 1999). While industry is recognised as likely to influence underlying 
dimensions of corporate reputation, the literature highlights a significant gap in our 
understanding; in that results are limited to individual or singular determinants of 
corporate reputation rather than an examination of several dimensions and their 
collective or concurrent influence. The first two studies summarised below highlight 
the influence of sector on firms’ reputations for corporate governance practices, 
while the following three examples highlight the role that sector plays in influencing 
firms’ reputations for corporate social responsibility.  
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Brammer, Millington and Pavelin (2009) investigated the relationship 
between board diversity (specifically, the presence of women on company boards) 
and the impact this had on firms’ overall reputations in a large sample (N=199) of 
UK firms. Using the British version of the Fortune index as a measure of overall 
reputation, firms were categorised by sector using the European equivalent (NACE) 
of the industry classification schemes applied in this thesis (GICS). Firms were 
classified as belonging to one of seven sectors (construction, consumer 
manufacturing, consumer services, energy, finance, producer manufacturing, and 
producer services), while controls included measures of previous financial 
performance, market risk, leverage, firm size, institutional ownership, and board 
size. Results showed that the corporate reputation of only two sectors appeared to 
benefit from increased board diversity (Brammer, Millington and Pavelin, 2009). 
The findings highlighted that there was a positive relation between board diversity 
and reputation in the consumer service sector (= 3.80, p<.05), whereas in the 
producer services sector the relationship was negative ( = -4.51, p<.05), suggesting 
that the greater the diversity of board members, the worse a firm’s reputation. There 
were no other significant relations in other sectors. Brammer, Millington and Pavelin 
(2009) suggested that this result reflects the need by firms in the consumer services 
sector to be seen as legitimate by including more women in board positions, as this 
sector is both ‘close to the final consumer’ and has a much higher percentage of 
female employees. This result highlights differences in approaches to corporate 
governance by sector. Clarke and Gibson-Sweet (1999) drew a similar conclusion 
when they examined the varying levels of environmental disclosure in annual 
reports.  
Drawing on a sample of 100 British firms, Clarke and Gibson-Sweet (1999) 
investigated the non-mandatory disclosure of firms’ community involvement and 
environmental impact in a single year (1997) using the British version of the US 
Fortune ‘top 100’ complied by The Times. The authors suggested that those firms 
operating in industries with high public profiles are more likely to pay attention to 
issues related to the community and the environment within annual reports. Results 
show significant cross-sector variation in the quality and quantity of both 
environmental and community-related disclosure. Results also highlight that firms in 
sectors with clear connections to consumers tend to attend more to voluntary 
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disclosure than those firms without direct links to the consumer. Those firms with a 
direct relationship with the consumer were best (86%), followed closely by those 
with a recognisable consumer brand name (83%), and lastly by those without a direct 
link to consumers (77%). Reasons given for this variation suggest a need for firms to 
be seen as legitimate within specific industry contexts, reflected in the level of non-
mandatory disclosure. The term ‘legitimacy’ refers to the degree to which a firm’s 
actions are seen to be consistent with existing institutional logics, norms and beliefs 
(DiMaggio and Powell, 1983; Aldrich and Fiol, 1994; Suchman, 1995; Deephouse, 
1999). Clarke and Gibson-Sweet (1999) highlighted that these results were not 
significant and that this was primarily a result of the small sample size and the cross-
sectional approach adopted in their study. However, one study that attempted to 
overcome these limitations is that by Basedo et al. (2006), who examined the 
sectoral differences using an overall measure of corporate reputation. 
Basdeo and colleagues (2006) investigated the influence of industry on a 
firm’s reputation using FMAC ratings over a seven-year period (N=37 firms, 215 
firm-year observations). They argued that a firm’s reputation is shaped by the 
industry in which it competes as a result of its own actions and the actions of its 
competitors. The authors pointed out that in highly concentrated industries, that is, 
industries with only a few relatively large firms, the effects of a firm’s own actions 
are moderated by those of the whole industry, and this effect is likely to be stronger 
in more concentrated industries. Basdeo et al. (2006) further suggested that one 
potential reason for this difference is the need to appear legitimate within a particular 
industry context. Thus, while firms strive to differentiate themselves from 
competitors to gain competitive advantage (Young, Huang and McDermott, 1996), 
they also need to ensure that they are sufficiently similar because this similarity 
ensures that their actions are perceived as legitimate (Deephouse, 1999). Given that 
improvement in reputational standing for one firm is likely to be achieved to the 
detriment of a competitor’s, it is reasonable to suggest that the effects of industry 
rivalry are likely to be negative in terms of their effect on a firm’s reputation. 
However, Basdeo et al. (2006, 1217) found that rival actions can have 
complementary rather than purely negative effects, when “they provide stakeholders 
with additional information about a firm’s actions.” These results highlight the 
potential for both positive and negative levels of industry influence in the formation 
of a firm’s reputation. While Basdeo and colleagues were concerned primarily with 
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how aspects of industries’ competitive structures influenced the dynamics of 
corporate reputation, their findings suggest that reputational elements that are central 
to establishing the legitimacy of a firm within the context of its specific industry are 
a key executive focus.  
Melo and Garrido-Morgado (2011) examined the moderating effect of 
industry on the relationship between specific aspects of corporate social 
responsibility (e.g., employee relations, diversity and environmental issues) and 
overall corporate reputation using a sample of 320 US firms (1,120 firm-year 
observations) over a five-year period (2003–2007). They argued that corporate social 
responsibly (CSR) is critical to the development of firms’ overall reputation and 
competitive advantage (Turban and Greening, 1997; Brammer and Pavelin, 2006; 
Porter and Kramer, 2006). Melo and Garrido-Morgado (2011) utilised FMAC data as 
the reputation measure, allowed for the identified influence of prior financial 
performance (Fryxell and Wang, 1994; Brown and Perry, 1994), and removed it 
using the same method adopted by Roberts and Dowling (2002). CSR data for each 
of the underlying CSR dimensions were determined using the Kinder, Lydenberg 
and Domini (KLD) database, while control variables included measures representing 
overall financial performance (return on assets, market to book value), firm size 
(total assets), and market risk (beta). While they found that belonging to a particular 
industry “does not predispose the firm to a negative reputation” (Melo and Garrido-
Morgado, 2011, 23), they also found that firms in particular industries concentrated 
on specific issues commonly seen to influence legitimacy and, consequently, 
reputation within that industry. The sector defined as ‘general industrials’ was 
related significantly with a KLD rating on issues related to employee relations (= 
.18, p<.10), while the ‘resources’ sector was highly related to issues concerned with 
the environment ( = .35, p<.10). The authors highlighted that the ‘cyclical 
consumer goods’ sector had significant interactions along all dimensions of CSR 
except employee relations, specifically, product issues (= -.61), diversity (= .41), 
community relations ( = .63) (all at the p<.10 level), and environmental issues (= 
1.08, p<.01). While Melo and Garrido-Morgado’s (2011) research is primarily 
concerned with the influence of industry on the underlying dimensions of CSR, it 
follows that firms in different sectors will have different levels of reputation on the 
overall CSR dimension. Brammer and Pavelin (2006) reached a similar conclusion 
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in their examination of the relationship between a firm’s reputation for CSR 
performance and its overall corporate reputation.  
Brammer and Pavelin (2006) focussed on the 210 largest UK firms in 2002, 
and examined whether sector moderated the relationship between social 
responsibility and reputation. They argued that the influence will be stronger in 
sectors that are more closely associated with salient social and environmental issues, 
controlling for various aspects of financial performance (e.g., risk, leverage and 
size), media exposure, and institutional ownership. Corporate reputation was 
measured using ‘Britain’s most admired companies’ (BMAC), an overall measure of 
corporate reputation calculated in a similar manner to that of the Fortune index in the 
US. Social responsibility was measured using the Ethical Investment Research 
Service (EIRIS) which surveys firms both in terms of their social performance and in 
their undertaking of independent research (Brammer and Pavelin, 2006). This means 
that firm scores will be included irrespective of whether the firm participates or not 
(Brammer and Pavelin, 2006). The authors developed several regression models that 
show that the strength and significance of the relationship between a reputation for 
social responsibility and overall corporate reputation differs depending on the firm’s 
sector. For example, they found that the chemicals sector had a significant and strong 
relationship with social responsibility (= 1.89, p<.10), as did consumer products ( 
= 2.28, p<.10), finance ( = 2.24, p<.05), resources ( = 3.28, p<.01) and 
transportation ( = 2.51, p<.05). However, relationships identified in other industries 
were not significant (construction, engineering, high technology, publishing, retail 
and utilities). Brammer and Pavelin (2006, 451) found strong support for the 
argument that a reputation for social responsibility has varying influence on overall 
reputation and that these impacts are “contingent upon which industry the firm 
operates in.” While Brammer and Pavelin’s (2006) study assessed a single 
dimension (corporate social responsibility), their result adds support to the argument 
that sectoral differences exist in the level of attention given to individual dimensions 
of corporate reputation, and that cross-sectional methodologies with small samples 
are unlikely to provide greater understanding of these relations. Therefore, the 
current study uses a large, multi-industry sample over an extended period in order to 
overcome these limitations.  
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5.4  Sample 
Because industry membership data (GICS) were missing for 20% of the 
2,658 companies in the dataset, the dataset was reduced. The dataset used here has 
reputational information for 2,142 different companies (8,869 firm-year 
observations) spanning the complete seventeen-year period (1992–2008). The 
sample includes firms from all industry classifications at the ‘sector’ or two digit 
GICS level. By far the two largest sectors are the materials and financials sectors, 
together comprising 46% of the total sample (4,066 observations). On the other 
hand, utilities (1.3%) and telecommunications (1.8%) are the smallest sectors with 
only 281 observations between them (Figure 3.2, page 101).  
5.5  Results 
5.5.1  Temporal Stability of Reputational Dimensions 
To investigate the issue of temporal stability, a regression analysis was 
conducted for each reputational dimension (i.e., company reputation, corporate 
social responsibility (CSR reputation, service reputation, governance reputation and 
financial reputation) with each dimension being regressed upon itself across each of 
the years (1992–2008) over progressively longer time lags up to ten years. Table 5.1 
provides the standardised beta scores, significance levels and total variance 
accounted for resulting from these analyses.  
Overall, these results indicate that reputational dimensions have a significant 
though not very high degree of stability over time, and in the case of two dimensions 
– governance and financial – this is relatively short term over only two years. 
Company and service reputation show some evidence of longer term stability 
extending up to nine years, with CSR also showing some evidence of longer-term 
stability. It is worth noting here that 42 of the 50 betas have a positive sign, and only 
eight have a negative sign (with none of these being significant). This indicates that 
‘reversals’ in company reputation where relatively higher scores are followed by 
relatively lower scores are in general not likely. While the degree of temporal 
stability should not be overestimated, these results nevertheless support overall a 
central element of the interpretation of these measures as a reflection of corporate 
reputation by showing that they have a degree of temporal stability over both short 
and longer terms. 
 150 
 
Table 5.1: Regression of reputational dimensions on themselves over time 
Lag in 
Years 
Company 
Reputation 
CSR 
Reputation 
Service 
Reputation 
Governance    
Reputation 
Financial 
Reputation 
β β β β β 
1 .30*** .33*** .35*** .16** .30*** 
2 -.01 .06 .15** .19** .20** 
3 .10* .24*** 
 
.08 .08 
4 .11* .05 -.06 -.06 -.10 
5 .12* .05 .04 
 
.09 
6 -.01 
 
.15** .04 .01 
7 .16** -.02 
 
.10 -.01 
8 .14** .11* .08 .06 
 9 .06 .06 .16* .09 .10 
10 .01 .05 -.01 .03 .07 
Adj. R
2
 .44 .39 .41 .15 .22 
N 304 304 304 304 304 
* p < .05; ** p < .01; *** p < .001.     Coefficients > .01 shown 
   
   
5.5.2  Sectoral Differences in Reputational Dimensions 
Recognition that corporate reputations are influenced by industry context is 
not new (Roberts and Dowling, 2002; Shamsie, 2003), particularly given the 
extensive legitimacy and institutional theory literatures (Rao, 1994; Suchman, 1995; 
Deephouse and Carter, 2005; Thomas, 2007) that highlight the need for firms to be 
seen as legitimate within particular industry contexts. Since each industry has its 
particular competitive practices, legitimacy requirements and key resources, it is not 
unreasonable to suggest that the focus given by executives to different reputational 
dimensions is likely to vary among industries. A one-way analysis of variance was 
first used to explore broad, sectoral differences in the five reputational dimensions 
followed by more detailed examination using canonical correlation analysis.  
Sector had a significant effect on each of the five dimensions at the p<.0001 
level (Table 5.2). Results show that attention given to each reputational dimension 
varied significantly between sectors, with the greatest variation on CSR F(9,8859) = 
186.25, p<0.0000 and the lowest amount of variation on the governance dimension 
F(9,8859) = 21.76, p<0.0000.   
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Table 5.2: Analysis of variance results for the reputational dimensions across sectors 
Reputational 
Dimension 
Model 
Sum of 
Squares 
d.f. 
Mean 
Square 
F Sig. 
Company 
Reputation 
Between groups       745.63 9 82.85 92.69 0.0000 
Within groups     7918.34 8859 0.89 
  Total           8663.97 8868 0.98 
  
 
      
CSR 
Reputation 
Between groups       1403.48 9 155.94 186.25 0.0000 
Within groups     7417.20 8859 0.84 
  Total           8820.68 8868 0.99 
  
 
      
Service 
Reputation 
Between groups       909.80 9 101.09 112.89 0.0000 
Within groups     7932.85 8859 0.90 
  Total           8842.66 8868 1.00 
  
 
      
Governance 
Reputation 
Between groups       188.73 9 20.97 21.76 0.0000 
Within groups     8535.49 8859 0.96 
  Total           8724.22 8868 0.98 
  
 
      
Financial 
Reputation 
Between groups       647.49 9 71.94 79.09 0.0000 
Within groups     8058.16 8859 0.91 
  Total           8705.66 8868 0.98     
 
 
Given these results, it was appropriate to undertake a more detailed 
examination of the sectoral differences in terms of the level of attention given to 
each reputational dimension. Therefore, to better understand the relationships 
between the two set of variables (i.e., reputational dimension and sector) a canonical 
correlation analysis was conducted using the five reputational dimensions as 
independent variables. As mentioned in Chapter 3, canonical correlation is more 
effective when seeking to examine simultaneous interactions between groups of 
variables, compared to other techniques, including OLS regression, ANOVA and t-
tests (Thompson, 1991; Fan, 1997; Henson, 2000; Thompson 2000; Sherry and 
Henson, 2005). The overall model was identified as statistically significant using the 
Wilk’s = .606 criterion, F(45, 39613.7 = 104.32, p<.0000). Accordingly, the null 
hypothesis was rejected as there is evidence of a relationship between the two 
variable sets. Since the four tests (Table 5.3) of significance effectively represent the 
overall variance not accounted for by the independent variables (Sherry and Henson, 
2005; Thompson, 2000), it is appropriate to calculate the variance accounted for by 
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the independent variables (in this study, the reputational dimensions) by subtracting 
from one (Sherry and Henson, 2005). Again, using Wilk’s  , the result is 39.4% and 
interpreted in the same way as the R
2
 from a regression analysis, that is, the 
proportion of the variance shared between the variable sets across all combinations 
of independent variables. Given this result, dimension reduction analysis similar to 
that used in PCA (Chapter 4) was used to identify sectoral differences in attention to 
the five reputational dimensions.  
 
Table 5.3: Tests of significance of all canonical correlations 
 
  Statistic df1     df2 F Prob>F 
Wilks' lambda .605 45 39613.7 104.34 .0000 
Pillai's trace .438 45 44295 94.68 .0000 
Lawley-Hotelling 
trace .579 45 44267 113.95 .0000 
Roy's largest root .431 9 8859 424.25 .0000 
 
The dimension reduction analysis yielded five functions with squared 
canonical correlations identified as significant (Tables 5.4 and 5.5). These functions 
represent a synthetic variable that best differentiates between each of the dependent 
variables (sector). While it was anticipated that the full model (Functions 1 to 5) 
would be statistically significant, as noted above, results also show that each of the 
remaining functions (2 to 5, 3 to 5, 4 to 5, and 5 alone) is also a significant indicator 
of sectoral difference. However, it is worth noting that in Table 5.4 only the final 
function is tested in isolation (Sherry and Henson, 2005). This means that 
significance levels for each function, except for the final function, include the 
following functions as well as the first in that group. Put simply, functions 1 through 
5 is the full model, not just the first function in isolation, whereas functions 2 
through 5 is the full model, less the first function. The same process is applied until 
the final function (5) is calculated. This also means that the levels of significance, 
and therefore variance explained, are calculated for each function, allowing for the 
variance already explained in the earlier function(s). As such, the level of variance 
indicated by the first and second functions suggests that they will be the most useful 
for exploring sectoral differences in attention given to each reputational dimension 
 153 
 
(1-.61 = 39%; 1-.87 = 13%) compared to the last three functions (4%, 1% and <1%, 
respectively).  
 
Table 5.4 Test of significance for each function  
Function Wilks' Lambda Chi-Square df Sig. 
1 through 5 .605 4439.78 45 0.0000 
2 through 5 .867 1264.39 32 0.0000 
3 through 5 .956 397.98 21 0.0000 
4 through 5 .985 126.92 12 0.0000 
5 .996 28.46 5 0.0000 
 
This observation is supported by the squared canonical correlations that 
indicate the level of variation explained by each individual function (Table 5.5). The 
first two functions explain a large amount of variation compared with the remaining 
functions, accounting for a total of 43% of the variance. Given the dominant role of 
the first two functions, further analysis aimed at examining the nature of 
relationships was conducted using a two function solution (Table 5.6). 
 
Table 5.5:  Canonical correlations for each separate function 
Function Eigenvalue 
% of 
Variance 
Cumulative 
% 
Canonical 
Correlation 
Squared 
Correlation 
1 0.43 74.40 74.40 0.55 30% 
2 0.10 17.70 92.20 0.31 9% 
3 0.03 5.40 97.50 0.17 3% 
4 0.01 1.90 99.40 0.11 1% 
5 0.00 0.60 100.00 0.06 0% 
 
Table 5.6: Canonical solution for reputational dimensions predicting sector for 
functions 1 and 2 
 
Reputational 
Dimension 
Function 1 Function 2   
Coef. Rs Rs
2
 (%) Coef. Rs Rs
2
 (%) h
2
 (%) 
Company .456 .357 12.7 .571 .552 30.5 43.2 
CSR -.734 -.627 39.3 .309 .323 10.4 49.7 
Service .600 .470 22.1 .361 .356 12.7 34.8 
Governance .111 .080 0.6 -.370 -.345 11.9 12.5 
Financial .331 .261 6.8 -.575 -.573 32.8 39.6 
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Table 5.6 presents the standardised canonical function coefficients (i.e., the 
weights) and structure coefficients for all variables across functions 1 and 2. The 
coefficients (standardised) reflect the relative contribution or weight of each 
reputational dimension as a predictor for sector given the other reputational 
dimensions such as standardised regression coefficients (betas) in multiple 
regression. The structure variables (Rs) are Pearson coefficients which serve like 
factor loadings in factor analysis by identifying the largest loadings for each 
discriminating function (Sherry and Henson, 2005), reflected in the individual 
contribution of each reputational dimension. The last column lists the communality 
coefficients (h
2
) which represent the amount of variance in the observed variable that 
was accounted for overall by both functions.   
In terms of the first function, results indicate that CSR is the most important 
dimension for discriminating between sectors (-.73) while service reputation follows 
at .60. Results suggest that company reputation is also significant for discriminating 
between different sectors and, finally, and only just above the traditional cut-off (.30) 
for interpretation of loadings (Thompson 1980; Sherry and Henson, 2010), is 
financial reputation (.33). The fact that the largest two coefficients have opposite 
signs indicates that both functions are bidirectional or ‘bipolar’ in that they load 
positively on one dimension and negatively on the other. This implies that the two 
functions are capturing competing or contrasting reputational themes, namely: 
Function 1: a stronger focus upon service (and to some extent company reputation) is 
negatively related to attention to CSR; and Function 2: more attention to company 
reputation (.57) is negatively related to the level of attention to financial reputation (-
.57).  
Overall, the dimension representing the service versus CSR contrast 
accounted for the largest amount of variation across sectors (49.7%), followed by the 
contrast between having a company reputation focus (43.2%) and a financial 
reputation focus (39.6%). The dimension representing governance reputation 
accounted for only 12.5% of the variation between industries. However, this does not 
necessarily mean it is viewed as an unimportant dimension; rather, it may reflect that 
this dimension is viewed as equally important across different sectors. This result 
suggests that variation in the attention given to each of the five reputational 
dimensions not only varies by sector, but can be identified along two broad 
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functions, one representing a customer or community aspect, termed here the 
‘relationship function’, and the other representing a more financial or market-based 
focus, termed here the ‘competence function’.   
 
5.5.3  Interpreting the Two Canonical Functions 
Results from the canonical analysis highlight the existence of two functions 
that were identified as explaining a significant proportion of variation in differences 
in the attention or emphasis given to the reputational dimensions by different sectors 
over time. This can be interpreted as reflecting sectoral differences in the level of 
concern senior executives have with different intangible, reputational resources that 
firms possess. Given primary but opposing loadings on the reputational dimensions 
representing corporate social responsibility and service, the first function was 
interpreted as identifying two different types of relationship focus. A CSR 
relationship focus describes a broad, stakeholder relationship focus that ranges from 
employees to the community and society at large. This contrasts with a narrower and 
more market-oriented service or customer-oriented relationship focus. Therefore, the 
Relationship function can be viewed as contrasting two different types of 
relationship focus in firms’ reputational concerns – one that is relatively broad, 
collective and societal in nature and another that is narrower and more market-
oriented.  
The second function is interpreted as representing a different, more ‘task-
oriented’ aspect of firms’ reputational concerns. This has been labelled the 
Competence function, similar to the aspect identified by Eberl and Schwaiger (2005) 
as the ‘cognitive dimension’. Financial reputation represents a concern with a 
relatively narrow aspect or indicator of a firm’s competence – its financial 
performance – as these are all listed, for-profit firms. Financial reputation has 
traditionally been viewed as possibly the core of firm reputation (Eberl and 
Schwaiger, 2005; Hall, 1992; Roberts and Dowling, 2002); however, these results 
point to the fact that some firms show greater concern with a more encompassing 
concept of firm reputation. This concern emphasises non-financial strengths that are 
reflected in a firm’s history, standing and recognition by others in the industry and 
markets, firm capabilities in various processes such as innovation or marketing, and 
other organisational attributes that are viewed as desirable in its sector. Once again 
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there is an aspect of narrowness versus breadth of concerns in the two opposing ends 
of this function. Figure 5.1 shows these two different reputational functions as a two-
dimensional matrix with different sectors located according to sector means, which 
are derived from the canonical correlation analysis. As shown in Figure 5.1, there are 
several interesting features to the distribution of industry sectors. 
 
Figure 5.1: Reputational dimension attention by sector 
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First, some sectors are characterised by having a strong focus mainly on just 
one reputation dimension. For example, the financial sector’s primary and largely 
exclusive focus is on a specific or narrow competence – financial competence, which 
contrasts with the healthcare sector’s more general focus on overall company 
competence.  Both telecommunications and information technology sectors are, if 
anything, even more clearly focused on service or customer relationship aspects of 
reputation. On the other hand, some sectors are more ‘balanced’ in their reputational 
concerns. Both consumer staples and consumer discretionary sectors tend to have 
moderately strong concerns with both financial competence and customer relations, 
while the materials sector combines a moderate financial competence focus with a 
strong stakeholder relationship focus. The energy and utilities sectors also have a 
 157 
 
strong and moderate stakeholder relationship focus, respectively, but exhibit 
relatively little concern with the competence dimension. The Industrials sector 
cannot be identified as having any strong reputational focus beyond being slightly 
more oriented to the financial and customer ends of these functions.     
While these findings may not be particularly surprising in view of the 
institutional and legitimacy literatures, they are nevertheless interesting. Given that 
senior executives seek to ensure that their firm is seen to be consistent in terms of 
existing institutional logics, norms and beliefs (DiMaggio and Powell, 1983; Aldrich 
and Fiol, 1994; Suchman, 1995; Deephouse, 1999), it is not surprising that 
executives in different sectors focus on reputational dimensions that are critical to 
the legitimacy of organisations within their specific industry context. CSR receives 
considerable focus in the energy, materials and utilities sectors, which suggests an 
industry norm related to expectations of corporate social responsibility. Again, this is 
not surprising given what we know about the level of societal and regulatory concern 
with environmental and climate change aspects of these extractive industries. On the 
other hand, as firms in more high-tech sectors of information technology and 
telecommunications may be providing similar products or services, they can try to 
compete by having a stronger reputation for customer focus and responsiveness. 
There are also some slightly more surprising findings, although perhaps they are 
confirming current popularly held beliefs about some sectors. Despite the financial 
sector’s repeated claims of being customer focused, it is interesting to note that in the 
minds of senior executives in this sector their key reputational focus is (if not 
exclusively then very largely) on their firms’ financial competence. However, 
despite the traditional centrality of financial reputation in conceptualisations of firm 
reputation, this analysis also points to an aspect of reputation that has little to do with 
financial competence. Healthcare is perhaps the most innovation-focused and 
consequently high-risk sector in the economy, and what these results indicate is that 
the primary reputational concerns and resources in these sectors lie in the more 
intangible areas associated with firm competencies rather than in the narrower ones 
provided by financial competence. 
5.6  Discussion  
Using a longitudinal methodology, this research examined the temporal 
stability of five reputational dimensions in an effort to develop our understanding of 
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two key questions: is the level of executive attention given to reputational 
dimensions stable over time, and do sectoral differences influence the level of 
attention given by executives to each reputational dimension? The results of this 
study suggest that reputational dimensions have a degree of stability, and that 
variation in the level of attention given to each of the five reputational dimensions 
differs significantly by sector. Sectoral differences can be interpreted primarily along 
two functions, that is, ‘relationship’ focus and ‘market or competence’ focus. While 
this finding lends support to the work of Roberts and Dowling (2002) and Dunbar 
and Schwalbach (2000) in terms of temporal stability, it also increases our 
understanding of the concept in the identification of two discriminating components, 
specifically, a Relationship component and a Competence component. The current 
study therefore enhances our understanding of the dimensions of corporate 
reputation, given that much of the earlier research relied primarily on Fortune-type 
ratings systems which attempt to assign an overall reputational score and are held to 
be heavily influenced by a firm’s prior financial performance (Fryxell and Wang, 
1994). As such, a common criticism is that results in these studies may be more a 
reflection of prior financial performance than firm reputation.  
In terms of temporal stability, Hall (1992) identified those aspects that 
managers rated as important for firm success in the years 1987 and 1990, and noted 
that they changed little and were predictable for the majority of firms within his 
study despite variation in industry sector, level of performance and company status. 
Dunbar and Schwalbach (2000) also found that corporate reputation rankings were 
strongly related to a firm’s previous ranking, that is, firms generally stayed at the 
same level of ‘good reputation’ compared to other firms in the same industry, 
suggesting a degree of stability in their reputations. The findings from the current 
study support this finding. 
In terms of variation in levels of attention given to the reputational 
dimensions, the results here provide strong support for the existence of a sectoral or 
industry influence. This finding is consistent with much of the earlier literature in 
that reputation must be considered in terms of an industry or sectoral context, 
particularly given legitimacy and institutional arguments (Roberts and Dowling, 
2002; Shamsie, 2003; Rao, 1994; Suchman, 1995; Deephouse and Carter, 2005; 
Thomas, 2007). The findings of this current study identify two broad, overarching 
components of reputational discourse that explain a significant amount of variation 
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in the attention given to reputational dimensions across industries, termed here a 
‘Relationship’ function and a ‘Competence’ function. This finding is similar to those 
of Roberts and Dowling (2002) and Eberl and Schwaiger (2005) in that both these 
studies identified two broad components, one which reflects a primarily market or 
investor focus, and the second which relates more to a broader relationship or 
community focus. However, the present study provides more clarity on and 
empirical evidence for how these broad differences are conceived and portrayed by 
senior executives.  
5.7  Summary 
Utilising the five reputational dimensions developed in the previous chapter, 
the present study examined two key questions related to the temporal stability of 
corporate reputation. The first argument proposed that reputation had significant 
stability over time. According to the earlier literature, overall corporate reputation 
varies little over time because, for example, firms tend to compete along similar lines 
within the same industry, and the dynamics of competition tend to remain relatively 
stable over time. This rationale suggests that industry must also then be of interest 
given the potential that sectoral differences have to affect a firm’s reputation. Results 
tend to confirm earlier research that while reputation is generally stable over time, 
there is also some fluctuation. This fluctuation is to be expected given that at 
different times (particularly over extended periods) senior executives attend to 
different dimensions of their firm’s reputation as required. Regression data suggests 
that while there is a significant relationship between a firm’s reputational focus at t1 
and t2, over time this relationship weakens.  
The results provided here also support the argument that a firm’s reputation is 
heavily influenced by the industry within which it competes. Canonical correlation 
analysis provides evidence of a highly significant relationship between industry and 
the attention given by executives to the five different dimensions of corporate 
reputation. Data highlight that firms from different industries tend to focus their 
attention on different reputational dimensions, at times to the exclusion of others. 
For instance, the materials sector had a consistently high focus on CSR reputation, 
while the information technology and communications sectors had the lowest 
combined with a very strong focus on the service dimension. Firms in the financial 
sector tended to focus on financial reputation with only a marginal concern for the 
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service dimension, whereas firms in the healthcare sector attended more to company-
wide concerns, for example, standing and recognition by others in an industry and 
market compared to a purely financial reputation. This suggests the recognition of a 
broader group of stakeholder interests rather than a purely market driven approach. 
However, while these results assist our understanding of corporate reputation in 
relation to temporal stability and the influence industry has on the focus that a firm 
places on communication of a particular reputational dimension, debate remains as to 
whether corporate reputation has an influence on overall financial performance.  
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CHAPTER 6 
The effect of Reputational Dimensions on Financial Performance 
6.1  Introduction 
As financial benefits are found to be among the many benefits of a firm being 
well known and respected (Kotha et al., 2001), a key aim of much reputational 
research is to investigate corporate reputation’s relationship with a firm’s financial 
performance. Several studies have investigated the impact of one aspect of a firm’s 
reputation on financial performance, for example, corporate social responsibility 
(Peloza and Pepania, 2008; McGuire et al., 1988). Other studies have considered the 
relationship between overall corporate reputation and financial performance (Eberl 
and Schwaiger, 2005; Inglis, Morley and Sammut, 2006; Roberts and Dowling, 
2002; Rose and Thomsen, 2004), with further studies analysing the time it takes 
reputation to impact financial performance (Riahi-Belkaoui and Pavlik 1991; 
Srivastava, McIinish, Wood and Capraro, 1997; Sabate and Puente; 2003). However, 
these studies show little concurrence in terms of results and conclusions. While some 
empirical evidence (e.g., Inglis et. al., 2006) has suggested that there is little or no 
relationship between reputation and financial performance, these studies can be 
criticised on a number of aspects. These include attempting to assess ‘corporate 
reputation’ using measures heavily criticised in the literature, for example, the 
Fortune Reputation Index or its variants (e.g., RepuTex ratings), the reliance on 
cross-sectional research designs, and the use of relatively small samples. A case in 
point is Inglis et al.’s (2006) study of the relationship between corporate reputation 
and financial performance involving Australian firms.  
 
6.2  Underlying Dimensions of Reputation and their Influence on Financial 
Performance 
Working with a sample of 77 Australian firms in the years 2003 and 2004, 
Inglis and colleagues (2006) investigated whether an increase or decrease in 
reputational standing as measured by RepuTex ratings was associated with a 
respective increase or decrease in financial performance. RepuTex is a private 
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Australian company that collects reputation data from a range of community and 
business groups based on four critical elements of corporate reputation, that is, 
corporate governance, workplace practices, social impact, and environmental impact 
(Inglis et al., 2006). The authors also examined whether an increase or decrease in 
financial performance results in a higher or lower reputation (RepuTex Rating). 
While they found that reputation did not affect financial performance and nor did 
financial performance affect reputation, they also drew attention to several 
limitations, including small sample size and cross-sectional design, and suggested 
that these limitations had an impact on the results of the study. While Inglis et al. 
(2006) found no evidence of a relationship between firm performance and reputation, 
Eberl and Schwaiger’s (2005) results, however, suggested that the relationship was 
in fact bidirectional, and that different components of corporate reputation and a 
firm’s future financial performance were related.  
Eberl and Schwaiger (2005) saw corporate reputation as a combination of 
two underlying elements that they termed ‘affective’ and ‘cognitive’ reputation. 
‘Affective reputation’ was explained as an ‘emotional’ attachment to a firm, 
primarily through respect for the company’s product quality, customer focus, and 
environmental responsibility, whereas ‘cognitive reputation’ was seen more in terms 
of competence of management in generating continued profits and the overall 
financial stability of the firm (Schwaiger, 2004). Eberl and Schwaiger (2005) found 
that cognitive reputation had a significant positive effect on future financial 
performance, while affective reputation had a negative impact on future financial 
performance. Limitations in Eberl and Schwaiger’s (2005) study include its cross-
sectional nature in that it measured reputation only at one point in time (namely 
2002), the reliance on the general public to assess ‘corporate reputation’ as an overall 
measure, and a small sample of German companies (N=30).  
Rose and Thomsen (2004) also investigated the relationship between 
corporate reputation and financial performance using a dataset of Danish firms 
(N=62). Unlike Eberl and Schwaiger (2005), Rose and Thomsen (2004) found that 
while reputation did not improve financial performance, financial performance did in 
fact affect reputation. However, they relied on reputation ratings published in a 
Danish business periodical, “which each year rates the image of leading Danish 
companies based on a questionnaire sent to Danish business managers” (Rose and 
Thomsen, 2004, 204), an approach similar to that used for Fortune type ratings. 
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Consequently, the findings may reflect the strong correlation between ratings of this 
type and accounting measures of financial performance (Fryxell and Wang, 1994). 
Rose and Thomsen (2004) explain the relationship between corporate reputation and 
financial performance as ‘circular’ and suggest that past profitability (‘financial 
reputation’) affects a firm’s overall corporate reputation, which in turn affects future 
financial performance. A study that addresses several of the limitations is that by 
Roberts and Dowling (2002).  
Roberts and Dowling (2002) not only identified a relationship between 
reputation and performance, they also identified, somewhat like Eberl and Schwaiger 
(2005), an element of reputation they see as distinct from financial reputation, 
termed ‘residual reputation’. This is a broad concept and highlights the multi-
dimensional nature of the relationship between financial performance and corporate 
reputation. While Roberts and Dowling (2002) provided substantial insight into the 
underlying constructs of corporate reputation, the reliance on Fortune ratings as 
measures of overall corporate reputation suggests that their findings may once again 
be biased by the association between reputation ratings and measures of financial 
performance (Brown and Perry, 1994; Fryxell and Wang, 1994). However, the 
underlying construct that Roberts and Dowling (2002) identified as ‘residual 
reputation’ is quite broad and as such could be further developed to expand our 
understanding of the dimensions of corporate reputation. The research proposed here 
follows that conducted by Roberts and Dowling (2002) and seeks to overcome two 
major limitations in their study: a reliance on Fortune ratings; and the use of only 
two broad underlying constructs of corporate reputation.  
The inconclusive results from the studies referred to above suggest that there 
is still much to gain from investigating the relationship between the dimensions of 
corporate reputation and future financial performance; given that these studies 
typically exhibit a number of important methodological limitations that this study 
seeks to overcome. These include a focus on only one or two underlying reputational 
dimensions, or attempts to measure overall corporate reputation. Further, there is 
often little empirical support for the choice of particular dimensions used within 
these studies.  
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6.3  Identifying the Lag in the Value Creation Process 
While several studies have considered the impact of financial performance on 
reputation, there is little agreement on the time it takes, or the lag, between the 
development of a corporate reputation and enhanced returns (Sabate and Puente, 
2003). Sabate and Puente (2003, 162) state that this “heterogeneity makes us wonder 
how many lags, and which ones, must be taken into account when measuring the 
effect of corporate reputation on financial performance and vice versa.” Many 
studies involving corporate reputation have included an assumption of some form of 
lag between the time at which the corporate reputation data was collected and the 
realised improvement in financial performance, with these ranging from an 
immediate effect (Riahi-Belkaoui and Pavlik, 1991; Srivastava, McIinish, Wood and 
Capraro, 1997), to a lag of several years (Sobol and Farrelly, 1988; Hammond and 
Slocomb, 1996; Dunbar and Schwalbach, 2000). Sabate and Puente (2003) suggested 
that the answer to the question of lag lies in longitudinal analysis. The study by 
Dunbar and Schwalbach (2000) used a longitudinal approach to investigate those 
factors which are believed to affect overall firm reputation and the lag in value 
creation process.  
By investigating the circular relationship between reputation and 
performance in a group of German firms (N=63 firm-year observations) using a 
longitudinal methodology, Dunbar and Schwalbach (2000) identified that corporate 
reputation influenced financial performance and, to a lesser degree, that financial 
performance impacted on overall firm reputation with both an immediate and a year-
delayed effect. In order to test the reputation/performance relationship, the authors 
examined whether prior reputation affects future financial performance and whether 
financial performance affects future firm reputation. They termed these the 
‘reputation effect’ and the ‘performance effect’, respectively. The changes in 
financial performance of each firm were then analysed in terms of a potential 
relationship with changes in corporate reputation.  
In Dunbar and Schwalbach’s (2000) study, corporate reputation was 
measured using a similar survey to that of Fortune Magazine, where financial 
measures were a combination of both accounting and market measures of 
performance. Both reputation and performance measures were developed 
independently of each other by Manager Magazin, the German equivalent of Fortune 
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Magazine. The analysis involved a combined cross-sectional and time-series 
regression (Dunbar and Schwalbach, 2000, 116) which indicated that the 
performance effect was considerably stronger than the reputation effect. That is, the 
relationship between financial performance and corporate reputation was positive 
and much stronger (.65) than the opposite relationship, also positive, between 
reputation and performance (0.17). Through this analysis, the authors also identified 
a lag of one year for the performance effect; however, they do not appear to have 
investigated potential lag within the reputation effect. This current study investigates 
this relationship using a longitudinal approach similar to that of Dunbar and 
Schwalbach (2000), but will surmount a major limitation of their study, namely, the 
small sample size that hampered their ability to account for industry level 
differences.  
6.4 Summary 
In line with the criticisms of overall measures of corporate reputation used in 
the earlier research, this current study investigates whether each of the reputational 
dimensions as identified in the first study (Chapter 4) are related to a number of 
different measures of financial performance. Specifically, these measures are return 
on assets (ROA), return on equity (ROE), and a third, market based measure, price-
earnings ratio (PER). By avoiding a reliance on overall measures of corporate 
reputation, this study deals with a number of the criticisms raised in relation to the 
use of measures such as the Fortune Reputation Index or local equivalents including 
Australia’s RepuTex and Germany’s Manager Magazin. Furthermore, by adopting a 
longitudinal approach, the current study investigates this relationship over an 
extended period (1995 – 2008); as such, it overcomes many of the problems 
associated with the cross-sectional nature of much of the earlier research.   
6.5  Sample 
Since financial data was not available for each firm for the whole period, the 
sample used in this current study to investigate the relationship between reputation 
and firm financial performance was a further reduced dataset. Firms with missing 
financial data on any of the three financial variables were removed, case wise. 
However, this had relatively little effect as it reduced the sample by only 24 cases. 
Additionally, given the small numbers of industry participants in the earlier years 
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(1992 to 1994), the time period covered was limited to the period 1995 to 2008, 
inclusive. Figure 3.1 (page 100) shows the number of firms in each sector, including 
the Utilities and Telecommunication services. This is still a very large sample and 
therefore adequate to test the relationship between the dimensions of corporate 
reputation and future firm financial performance (N=2,134 individual firms, 
providing 8,569 firm-year observations). Table 6.1 reports descriptive statistics for 
the sample in terms of financial data while Table 4.3 (page, 132) provides the 
descriptive statistics in relation to reputational data.  
 
Table 6.1 Descriptive statistics for financial data between 1995 and 2008, by sector 
 
 
 
N 689 694 694 693
Mean 361 -0.16 -0.18 -3.23
SD 1630 0.54 0.73 139.28
Min -0.71 -8.39 -10.09 -2200
Max 19300 0.66 7.52 1166.67
N 2204 2256 2256 2253
Mean 599 -0.17 -0.24 -5.92
SD 3560 0.71 2.12 117.77
Min -2.46 -17.17 -68.89 -1400
Max 82300 0.74 21.28 3666.67
N 982 993 991 985
Mean 689 -0.03 0.01 9.71
SD 1680 0.78 1.25 129.85
Min 0 -20.63 -15.69 -730.77
Max 16200 0.42 25.58 3575
N 1072 1098 1098 1097
Mean 492 0.01 0.10 9.27
SD 2130 0.41 1.40 126.69
Min 0 -8.12 -15.79 -2923.33
Max 35000 0.83 32.94 950
N 438 440 440 440
Mean 2100 0.01 -0.04 1.65
SD 5390 0.27 3.80 176.27
Min -4.59 -4.56 -77.00 -2500
Max 47300 0.60 15.10 1317.65
Consumer 
Staples
Consumer 
Discretionary
Industrials
Materials
Energy
Sector
Revenue 
($M)
ROA     
(%)
ROE    
(%)
PER         
(%)
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6.6  Results 
6.6.1   Impact of Reputational Dimensions on Financial Performance 
The key focus of the current study is to investigate the relationship between 
the five reputational dimensions and firms’ financial performance over time, as 
measured by ROA, ROE and PER. Given the earlier literature, there is an 
expectation that future financial performance is affected by past financial 
performance (Deephouse, 1997; Dunbar and Schwalbach, 2000; Roberts and 
Dowling, 2002), and that there is a lag in receiving the returns derived from 
corporate reputation. Table 6.2 presents the results in terms of significance for each 
of the models, while Tables 6.3 to 6.5 contain results from regression analysis that 
tested this relationship for each measure of financial performance (ROA, ROE and 
PER). 
N 632 635 635 634
Mean 184 -0.34 -0.52 -5.65
SD 530 0.72 1.83 166.16
Min 0 -9.26 -23.17 -3825
Max 3830 0.53 6.77 800
N 464 1613 1595 1613
Mean 280 0.04 0.06 14.49
SD 1180 0.27 0.66 62.73
Min -5.84 -3.14 -14.57 -652.17
Max 14700 7.29 7.43 1800
N 510 512 511 510
Mean 117 -0.18 0.00 7.99
SD 243 1.10 3.45 117.21
Min 0 -15.42 -33.09 -2200
Max 2190 0.77 42.67 712.50
N 151 154 154 153
Mean 2000 -0.09 -1.19 2.45
SD 5080 0.43 9.79 124.36
Min 0 -2.00 -84.00 -1400
Max 24000 1.05 11.26 500
N 118 120 120 120
Mean 524 -0.03 -0.03 -1.84
SD 1080 0.31 0.36 67.89
Min 0 -3.06 -3.08 -558.64
Max 5620 0.20 0.98 233.33
Utlitlites
Telecommun-    
ications
Information 
Technology
Financials
Healthcare 
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Table 6.2: Tests of significance for each lagged period, by measure of financial 
performance 
 
Financial 
Performance 
Measure 
Lag 
in 
years 
N df df2 F Prob>F R2 Adj. R2 MSE 
ROA 
0 4990 62 4927 20.49 .0000 .21 .20 .09 
1 4990 62 4927 20.47 .0000 .20 .19 .09 
2 3373 62 3310 12.71 .0000 .19 .17 .07 
3 2522 62 2459 10.16 .0000 .20 .18 .07 
4 1852 62 1789 7.68 .0000 .21 .18 .06 
5 1324 62 1261 3.64 .0000 .15 .11 .05 
          
ROE 
0 4993 62 4930 2.57 .0000 .03 .02 .05 
1 4993 62 4930 2.88 .0000 .04 .02 .05 
2 3376 62 3313 1.98 .0000 .04 .02 .05 
3 2522 62 2459 1.60 .0000 .04 .01 .02 
4 1852 62 1789 3.30 .0000 .10 .07 .03 
5 1324 62 1261 3.13 .0000 .13 .09 .03 
          
PER 
0 4980 62 4917 2.65 .0000 .03 .02 .01 
1 4980 62 4917 2.05 .0000 .03 .01 .01 
2 3367 62 3304 1.54 .0046 .03 .01 .01 
3 2517 62 2454 1.05 .3767 .03 .01 .01 
4 1850 62 1787 .77 .9081 .03 -.01 .01 
5 1323 62 1260 .97 .5470 .05 -.01 .01 
 
Table 6.2 shows a number of highly significant relationships among the reputational 
dimension scores, lagged by up to five years, and two of the three measures of 
financial performance. When performance is measured with ROA, the relationship 
overall among each of the reputational dimensions is the strongest in the first three 
years and drops significantly in the periods lagged by both four and five years, 
respectively. This suggests that while there is an element of stability, there is also 
some fluctuation in the relationship as the time periods increase. However, in terms 
of both ROE and PER, the relationship appears much weaker. While significant, 
ROE shows that the F scores are all very small, suggesting that ROA is a more 
appropriate measure for examining the influence of the different underlying 
dimensions of corporate reputation on long-term financial performance. 
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Table 6.3: Results of multiple linear regression analysis of reputational dimensions on financial performance (ROA) 
 
β β β
Control Variables
ROA (t-1) .41*** (t-1) .41*** (t-2) .31***
Revenue (t-1) (t-1) (t-2)
Financial Performance .05*** (t-1) (t-2) .04***
Reputational Dimension:
Company .01*
CSR
Service
Board
Financial .01*** .01*** .01**
Industry:
Energy
Industrials .01* .01** .01*
Consumer Discretionary .01* .01* .01**
Consumer Staples
Healthcare -.02*** -.02*** .02**
Financials .01** .02**
Information Technology
Telecommunications
Utilities
Company CSR Service Board Financial Company CSR Service Board Financial Company CSR Service Board Financial 
β β β β β β β β β β β β β β β
Interaction terms (industry and reputational dimension)
Energy -.02** -.01* .01* -.01** .01*
Industrials .01* -.01*
Consumer Discretionary .01*
Consumer Staples
Healthcare -.01* -.01* -.01* -.01* .02** -.02** .02***
Financials -.01* -.01*
Information Technology .01* .01**
Telecommunications -.03** -.02* -.02*
Utilities .02* .03*
* p < .05; ** p < .01; *** p < .001. Significnat relationships only .shown
Predicitors
No Lag 1 Year Lag 2 Year Lag
Predicitors
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β β β
Control Variables
ROA (t-3) .26*** (t-4) .32*** (t-5) .17***
Revenue (t-3) (t-4) (t-5)
Financial Performance (t-3) .06*** (t-4) .07*** (t-5) .03**
Reputational Dimension:
Company .01*
CSR -.01* -.01***
Service
Board
Financial .01*** .02***
Industry:
Energy
Industrials .01* .01* .01*
Consumer Discretionary .01** .01* .02**
Consumer Staples
Healthcare
Financials .02* .02** .02**
Information Technology
Telecommunications
Utilities -.07**
Company CSR Service Board Financial Company CSR Service Board Financial Company CSR Service Board Financial 
β β β β β β β β β β β β β β β
Interaction terms (industry and reputational dimension)
Energy -.01* .02** .01*
Industrials -.01* .01* -.01*
Consumer Discretionary -.01** -.02** -.02***
Consumer Staples .01* -.02*
Healthcare -.01* .01* .01* -.01* -.01* .01*
Financials -.01* -.02*
Information Technology .02**
Telecommunications
Utilities .03* .05** .04* .03*
* p < .05; ** p < .01; *** p < .001. Coefficient > .01 shown
Predicitors
Predicitors
3 Year Lag 4 Year Lag 5 Year Lag
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The results of this analysis provide some support for the notion that attention 
given to the reputational dimensions affects financial performance, primarily ROA, 
when controlling for firm size (revenue) and previous financial performance. 
Previous financial performance was controlled for by using previous ROA and a 
component that reflects the discussion of financial performance, as opposed to 
discussion of reputation-related matters. Specifically, in developing the five 
reputational dimensions, one of the additional categories developed to assist the text 
classifier to better determine which statements were related to ‘financial reputation’ 
was defined as financial performance (see Chapter 4, page 122). The score related to 
this category was used in the regression analysis to account for discussion related to 
financial performance as a control, such that only the ‘reputational’ statements were 
assessed for their impact on future performance.  
The results indicate that there is some sectoral variation in terms of 
profitability and temporal lag of the impact of the reputational dimensions on 
financial performance. Of the five reputational dimensions, service reputation was 
found to have the strongest positive relationship with financial performance; 
however, this was not consistent across all industries, or at all lagged times. The 
sectors showing the impact of service reputation in the period with a one-year lag 
were energy, consumer discretionary, healthcare and information technology. 
However, in the period with a three-year lag, only energy and utilities sectors 
seemed affected by the service reputation dimension whereas the impact of financial 
reputation in this period seemed to increase slightly. Further, the utilities sector 
showed no relationship in the periods with no lag or with a one-year lag; however, 
when the lag was increased to two years, utilities appeared in terms of a relationship 
in CSR (= .02,p < .05) and Service (=.03, p < .05), which increased in the third 
period (CSR (=.05,p < .001) and Service (=.04, p < .05), and included company 
(=.03, p < .05) and financial (=.03, p < .05) reputational dimensions. As with the 
majority of other industries there were no significant relationships in the periods 
lagged by four and five years.   
Additionally, and as expected, financial performance lagged by a single year 
(ROAt-1) had a strong positive relationship with current ROA in all years, whereas 
‘financial performance’, the control representing the managerial discourse 
component, had a similarly strong relationship in all but those with a lag of one 
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period. Further, the relationship among the reputational dimensions seems strongest 
when lags are either one year or three years, with very few significant results in the 
period with a two-year lag. In the fourth and fifth periods, the number of significant 
relationships dropped off dramatically.  
In relation to the other two measures of financial performance (ROE and 
PER) (Tables 6.2 and 6.3), results show little support for a relationship between the 
reputational dimensions and financial performance. An exception is the 
telecommunications industry. Using ROE as a measure of financial performance, 
analysis identified significant relationships between four dimensions: (Company 
reputation ( = -.06, p< .001); CSR reputation ( = .05, p< .001); Service reputation 
( = .05, p< .001); and Financial reputation ( = .05, p< .001), when lagged by four 
years. Similar relationships were also identified when performance was lagged by 
five years, that is: Company reputation ( = -.04, p<.01); CSR reputation ( = .04, 
p< .001); Service reputation ( = .04, p< .001); Board reputation ( = .05, p<.01); 
and Financial reputation ( = -.02, p< .01). In terms of PER, very few significant or 
strong relationships were identified, suggesting that the relationship between 
underlying dimensions of corporate reputation and some measures of financial 
performance exhibit less direct linkages than is usually considered. 
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Table 6.4: Results of multiple linear regression analysis of reputational dimensions on financial performance (ROE) 
 
β β β
Control Variables
ROE (t-1) (t-1) -.01 (t-2) .03
Revenue (t-1) (t-1) (t-2)
Financial Performance .02** (t-1) (t-2)
Reputational Dimension:
Company .01*
CSR .01***
Service .01*
Board .01*
Financial .01***
Industry:
Energy .01*
Industrials .01* .01**
Consumer Discretionary .01* .01* .01*
Consumer Staples .01** .01* .01*
Healthcare -.01*
Financials .01*
Information Technology .01* .01*
Telecommunications
Utilities
Company CSR Service Board Financial Company CSR Service Board Financial Company CSR Service Board Financial 
β β β β β β β β β β β β β β β
Interaction terms (industry and reputational dimension)
Energy -.01*
Industrials -.01*
Consumer Discretionary -.01*
Consumer Staples -.01* -.01*
Healthcare -.01* .01* -.01* .01* .01**
Financials -.01*
Information Technology -.01** -.01* -.01* -.01* -.01*
Telecommunications .01** .02** .01* -.01* -.02** .02** .02** .02* .02*
Utilities
* p < .05; ** p < .01; *** p < .001. Significnat relationships only .shown
Predicitors
No Lag 1 Year Lag 2 Year Lag
Predicitors
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β β β
Control Variables
ROE (t-3) (t-4) .02 (t-5) .04
Revenue (t-3) (t-4) (t-5)
Financial Performance (t-3) .01** (t-4) .01* (t-5)
Reputational Dimension:
Company
CSR
Service
Board
Financial .01** .01*
Industry:
Energy
Industrials
Consumer Discretionary .01* .01*
Consumer Staples
Healthcare -.01*
Financials .01*
Information Technology
Telecommunications .03* .04*
Utilities
Company CSR Service Board Financial Company CSR Service Board Financial Company CSR Service Board Financial 
β β β β β β β β β β β β β β β
Interaction terms (industry and reputational dimension)
Energy
Industrials -.01*
Consumer Discretionary -.01*
Consumer Staples
Healthcare .01*
Financials
Information Technology -.01** .01* -.01* -.01* .01* .01*
Telecommunications -.06*** .05*** .05*** .05*** -.04* .04*** .04*** .05*** -.02*
Utilities
* p < .05; ** p < .01; *** p < .001. Coefficient > .01 shown
Predicitors
Predicitors
3 Year Lag 4 Year Lag 5 Year Lag
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Table 6.5: Results of multiple linear regression analysis of reputational dimensions on financial performance (PER) 
 
β β β
Control Variables
PER (t-1) (t-1) (t-2) .05**
Revenue (t-1) (t-1) (t-2)
Financial Performance (t-1) (t-2) .01*
Reputational Dimension:
Company
CSR
Service
Board
Financial .01** .01** .01*
Industry:
Energy
Industrials .01* .01*
Consumer Discretionary .01* .01** .01*
Consumer Staples -.01*
Healthcare
Financials .01* .01*
Information Technology
Telecommunications .01*
Utilities
Company CSR Service Board Financial Company CSR Service Board Financial Company CSR Service Board Financial 
β β β β β β β β β β β β β β β
Interaction terms (industry and reputational dimension)
Energy .01* .01**
Industrials
Consumer Discretionary -.01*
Consumer Staples -.01** -.01*** -.01*** -.01* -.01***
Healthcare
Financials
Information Technology
Telecommunications .01* -.01**
Utilities
* p < .05; ** p < .01; *** p < .001. Significnat relationships only .shown
Predicitors
No Lag 1 Year Lag 2 Year Lag
Predicitors
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β β β
Control Variables
PER (t-3) .04* (t-4) .02 (t-5)
Revenue (t-3) (t-4) (t-5)
Financial Performance (t-3) .01* (t-4) .01* (t-5) .01*
Reputational Dimension:
Company
CSR
Service
Board
Financial .01*
Industry:
Energy
Industrials
Consumer Discretionary .01*
Consumer Staples
Healthcare
Financials
Information Technology
Telecommunications
Utilities
Company CSR Service Board Financial Company CSR Service Board Financial Company CSR Service Board Financial 
β β β β β β β β β β β β β β β
Interaction terms (industry and reputational dimension)
Energy -.01* -.01* .01** .01***
Industrials
Consumer Discretionary .01* -.01*
Consumer Staples
Healthcare
Financials
Information Technology
Telecommunications
Utilities
* p < .05; ** p < .01; *** p < .001. Coefficient > .01 shown
Predicitors
Predicitors
3 Year Lag 4 Year Lag 5 Year Lag
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Overall these results address the questions initially raised in this study related 
to long- term financial performance. These results suggest that executive attention 
given to the reputational dimensions does have an impact on financial performance; 
however, the relationships are generally not strong and are seen to differ 
considerably among sectors and the measures of financial performance used. This 
observation supports the findings in the second study Chapter 5 related to sectoral 
differences, as well as earlier research (Dunbar and Schwalbach, 2000; Eberl and 
Schwaiger, 2005; Walker 2010). Therefore, industry or sector does play a role in the 
relationship between a firm’s reputation and long-term financial performance. 
Additionally, the relationships occur at different time periods after the discussion has 
appeared within the annual report, namely at lag intervals of one and three years, and 
this also tends to support Dunbar and Schwalbach’s (2000) findings. 
The research conducted here arguably also lends support to earlier findings 
by Roberts and Dowling (2002), among others, that financial reputation does impact 
on future financial performance, as does another aspect of firm reputation, that of 
‘service’. However, this relationship is seen to be affected by the lag in the impact of 
reputation on results, and by the sector in which the firm operates. Therefore, while 
these results go some way to supporting earlier findings, there is a continuing need to 
investigate this relationship using longitudinal approaches to account for fluctuations 
in the relationship between dimensions of reputation and financial performance.   
6.7  Discussion 
The aim of the current study was two-fold. The primary concern was to 
identify whether or not there is a significant relationship between reputational 
dimensions and long-term financial performance. Put another way; does what is 
discussed in annual reports really ‘matter’? The second goal of the research was to 
identify any lag between discussion of reputational dimensions and improvement in 
financial performance. Results in much of the earlier research have been 
contradictory. Those studies that reached the conclusion that reputation does not 
influence performance have been widely criticised, for example, for the use of 
FMAC type rating systems, use of relatively small samples, or short timeframes. 
This study attempted to alleviate concerns related to these limitations.  
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Drawing on research outlined in earlier chapters of this thesis, the current 
study removed the need to use an overall measure of corporate reputation such as 
Fortune-type indices; rather, it utilized actual executive communication drawn from 
a large sample of Australian annual reports from 2,134 individual firms, which 
provided 8,569 firm-year observations. This study was also conducted over an 
extended period (1995 – 1998), thereby enabling lags of longer periods (up to five 
years) to be included in the analysis. Additionally, it controlled for two variables that 
are acknowledged in the literature as having an influence on the reputation-
performance relationship. These variables are firm size, through revenue and prior 
financial performance, both in terms of actual ROA, ROE and PER, and a 
component seen to reflect managerial discussion of performance related matters as 
opposed to reputational matters. Additionally, industry and year were controlled for 
by normalising all financial and reputation data by sector and year. Findings of this 
study reflect those of earlier research in that reputation positively influences 
performance (Peloza and Pepania, 2008; McGuire et al., 1988; Eberl and Schwaiger, 
2005; Roberts and Dowling, 2002; Rose and Thomsen, 2004). Results obtained here 
also reflect those by Dunbar and Schwalbach (2000) and Roberts and Dowling 
(2002), in that a lag was identified between the discussion of the reputational 
dimensions and measures of financial performance which controlled for previous 
financial performance, firm size and industry differences using industry normalised 
ROA, ROE and PER. This current study overcomes several of the criticisms (i.e. 
small sample sizes, cross-sectional methodology, overall measures of reputation) 
made of earlier work and develops our understanding of corporate reputation through 
the use of actual executive communication about what these executives see as 
important for the maintenance and enhancement of their firms’ corporate reputations. 
Therefore, this study overcomes a number of limitations identified in the literature as 
well as answers the question of whether what is discussed in annual reports ‘matters’ 
in terms of financial performance. 
6.8  Summary 
The current research examined two key questions related to whether 
discussion of reputational dimensions had an impact on financial performance and 
whether there was a lag in this effect. Based on the earlier literature, it is not 
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surprising that the results obtained here support the conclusion that there is a 
significant relationship between the reputational dimensions and financial 
performance, controlling for firm size and industry differences. Results reported in 
this current study also support the second hypothesis in that there was a significant 
lag between the discussion of the five reputational dimensions and financial 
performance.  Earlier literature suggested that there is a lag between the formation of 
a firm’s reputation and the time it takes to generate value from the reputation, and 
the findings presented here support this observation. However, not all reputational 
dimensions were associated with above average performance in all industries at all 
times, suggesting that the relationship between reputation and the different measures 
of financial performance may fluctuate over time or follows a less direct pattern of 
influence than is usually considered. With this observation in mind, it is not 
unreasonable to suggest that even firms with excellent or superior reputations may 
not always benefit from them in terms of an associated level of financial 
performance. This is the starting point of the final study in this thesis. 
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CHAPTER 7 
Reputation as a Source of Organisational Resilience  
7.1  Introduction 
Instead of assuming that reputation has a direct effect on firm performance, 
this chapter investigates the proposition that the influence of reputation is more 
indirect, and that its benefits can best be appreciated if we assess its relationship with 
performance over time. This is likely to involve assessing performance when there is 
some variance in a firm’s environmental circumstances. To do this, it is necessary to 
treat reputation as a less direct source of financial outcomes. As such, this chapter 
treats each of the five reputational dimensions as a source of organisational resilience 
that assists the firm in its interaction with its environment. Resilience can assist a 
firm during both positive and, in particular, difficult circumstances by shielding it 
from detrimental events and providing the firm with better opportunities to obtain 
resources to help it deal with such events (Caminiti, 1992; Jones, Jones and Little, 
2000; Rose and Thomsen, 2004). 
Reputation has been widely acknowledged, albeit often implicitly, as a source 
of both adaptive and rebound resilience for firms. This is particularly relevant in and 
following times of difficulty, such as general economic or industry stress or decline. 
The notion of organisational resilience draws upon a similar concept to that related 
to individuals. Organisational resilience has been defined as the capacity of an 
organisation to both adapt in times of difficulty and to rebound to earlier levels of 
performance following some form of performance loss (Klein, 2003). Although from 
this perspective the effects of reputation may be most important in difficult 
circumstances, it does not rule out that reputation can also be beneficial in average or 
positive circumstances. Several different patterns of reputation effects can therefore 
be envisaged. One is that reputation’s greatest effects are found under difficult rather 
than positive conditions. An alternative proposition is that reputation is most 
influential when conditions are neither extremely poor nor extremely good, nor 
munificent (Roberts and Dowling, 1997; Jones et al., 2000; Roberts and Dowling, 
2002). In the first two scenarios, this is due to other factors potentially overwhelming 
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the benefits of reputation, while for firms enjoying munificent conditions the benefits 
of reputation might be fairly minor.  
While a number of plausible patterns can be advanced, this indirect benefit or 
resilience perspective on reputational effects has at least one clear implication – the 
effects of reputation on financial performance need to be observed over a reasonably 
long period of time so that they can be assessed under changing circumstances 
(Fombrun and Shanley, 1990). From this perspective, the key question is not whether 
firms with better reputations have superior financial performance at a particular point 
in time; rather, it is whether their profits persist better over time, or whether firms 
with different reputational standing have different performance trajectories over time 
(Roberts and Dowling, 2002). 
Results from empirical studies examining this relationship, notably Roberts 
and Dowling (2002), provide support for the argument that superior reputation 
enhances a firm’s capacity to sustain superior performance for a longer period of 
time compared to firms without a superior reputation. Roberts and Dowling (2002) 
also highlighted that firms with a superior reputation are more quickly able to return 
to an earlier performance level following a period of decline or below average 
performance than firms without such standing. While these results support the 
argument that reputation is related to performance through the mechanisms termed 
here ‘adaptive’ and ‘rebound’ resilience, they are also important for several other 
reasons. Firstly, they empirically identify the existence of a long-term, reputation-
performance relationship, therefore supporting the argument for the use of authentic 
longitudinal approaches. Secondly, Roberts and Dowling (2002) showed that profit 
persistence is an appropriate measure of long-term performance because it can be 
related to industry-based measures. Thirdly, they highlighted the dynamic nature of 
this relationship over time, further supporting the argument that the relationship 
between reputation and performance is not always consistent, and even firms with a 
superior reputation are at times likely to be no more profitable than firms without.   
Therefore, drawing upon the earlier work of Roberts and Dowling (2002), 
this research addresses the above hypotheses using a truly longitudinal approach. 
Additionally, given the acknowledged criticism of overall measures of reputation 
such as Fortune ratings (Fryxell and Wang, 1994), this study utilises five 
reputational dimensions (company, CSR, service, governance and financial) that 
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were identified in Chapter 2 as independent variables. The use of five dimensions of 
reputation provides the researcher with the opportunity to re-examine the influence 
of non-financial dimensions of reputation, and their influence (or lack thereof) on a 
firm’s financial performance. Industry-adjusted ROA, ROE and PER have been 
widely used as measures of financial performance and, as such, provide appropriate 
measures in this instance. Furthermore, the final sample chosen here provides data 
on firm financial performance from the eight largest industry sectors in Australia, 
spanning an eleven-year period. 
 
7.2  Sample 
Given the low numbers of firms within the dataset prior to 1998, it proved 
necessary to reduce the time period for this analysis to an eleven-year period (1998 – 
2008), which is still a long period suitable for longitudinal analysis. Also, as a result 
of low firm numbers in two sectors (Utilities and Telecommunications) these sectors 
were removed from the dataset. The Utilities sector had a total of 120 observations 
over the period 1998-2008, while the Telecommunications sector had 154 
observations. This meant that in each of the years under observation there were on 
average only 11.9 observations in the Utilities sector and 14 for 
Telecommunications. By comparison, the next smallest industry in terms of 
available observations was Consumer Staples, with a total of 440 firm-year 
observations and an average of 40 observations per year. Outliers were then also 
removed; for example, one firm in the Healthcare sector achieved a negative PER of 
3,825% in 2006, with the same firm reporting a PER of 1,800% in the following 
year. Overall, these decisions had very little effect on the sample size, reducing it 
overall by only 184 observations. Therefore, the final sample comprised 7,303 firm-
year observations from 1,947 individual firms (average of 3.75 appearances) 
distributed across eight industry sectors between 1998 and 2008. 
 
7.3  Results 
The current research investigated the five reputational dimensions as sources 
of both adaptive and rebound resilience, and their potential to affect firm financial 
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performance (ROA, ROE, PER) over time using an event history approach, also 
known as survival analysis. Table 7.1 shows the correlation matrix for the financial 
performance measures and the values for the reputational dimensions, lagged by two 
years. Immediately notable is the large standard deviation in PER (66.52). This 
reflects the range of data (after the elimination of outliers) given that the minimum is 
-990% and the maximum is 950% (range = 1,939). By comparison, ROA has a range 
of only 9.84 and ROE 119.67. The reason for this wide variation in PER is that some 
firms reported either extremely high or extremely low PER within the study period. 
This is to be expected given that PER effectively represents future expectations of 
firm’s performance, which can diverge widely from its current levels. Despite the 
effect that their inclusion had on the standard deviation, it was decided that these 
data are valid and were therefore included.  
Table 7.1 also shows a relatively strong and significant relationship between 
ROA and ROE (.32; p<.001), while relationships between PER and both ROA (.07; 
p<.001) and ROE (.02; p<.05) are relatively weak. There are some small positive and 
negative correlations between reputational dimensions and the three measures of 
financial performance; however, on the whole they can be viewed as consistent with 
many previous findings, including those in Chapter 5 of this study. This suggests that 
simply correlating reputation with financial performance using single point-in-time 
observations may not be a very useful way of studying this relationship.   
The one moderately strong set of correlations is between financial reputation 
and all three measures of financial performance (all at the p<.001 level). This is not 
surprising given that earlier literature suggested a strong relationship between a 
firm’s financial reputation and future financial performance (Roberts and Dowling, 
2002; Rose and Thomsen, 2004; Eberl and Schwaiger, 2005), and that positive 
statements of this kind are associated with current financial performance that 
influences future performance. This further highlights the limitations of using simple 
correlations in this type of research. 
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Table 7.1: Descriptive statistics and correlations for the final sample 
                  
  
Variables 1. 2. 3. 4. 5. 6. 7. 
1. ROA        
2. ROE .32***       
3. PER .07*** .02*      
4. Company Reputation 0.01 -.01 .03**     
5. CSR Reputation -.02* -.02 -.05*** -.02*    
6. Service Reputation .06*** .03* .07*** -.01 -.01   
7. Governance Reputation .02* .01 .03** .01 .01 -.01  
8. Financial Reputation .26*** .09*** .12*** .01 -.01 .01 .03* 
 
Mean -.09 -.13 3.35 -.02 .02 .02 -.04 
  SD .48 1.92 66.52 .98 1.00 1.00 .98 
 
Skewness -7.26 -.16 -1.33 -.07 .08 .01 1.0 
  Kurtosis 87.11 68.47 73.68 3.31 2.68 2.8 4.7 
 
All variables normalised to industry mean. Mean and SD for financial measures are prior to normalisation 
 
*p <  .05 level; ** p < .01 ; *** p < .001 (2-tailed); n=7,303 observations 
   
 
7.3.1  Reputational Dimensions as Sources of Adaptive Resilience  
In order to investigate whether superior reputation along each of the five 
reputational dimensions provides firms with ‘adaptive resilience’, the hazard rates of 
firms with superior reputations were compared to those without a superior reputation 
along each reputational dimension. A preliminary step when conducting survival 
analysis is to use a non-parametric test to determine appropriate potential covariates 
prior to more formal testing (Cleves et al., 2012). Known as the log-rank test, it is 
used to compare (at each point in time) the expected versus the actual number of 
exits from an above average performance position to a below average position for 
each reputational dimension. It then combines these comparisons over the eleven-
year observed time period.  
The result of this analysis was used to evaluate whether or not the differences 
between groups of firms with superior reputation along each of the five dimensions 
was more than that expected by chance alone. The log-rank tests for differences were 
pair-wise, that is, the test for each pair was performed independently of other groups. 
The log-rank test results include the log-rank chi-square and p values (Table 7.2). 
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The log–rank statistic approximates a large sample chi-square distribution with k-1 
degrees of freedom. Therefore, the decision about significance was made using chi-
square tables with the appropriate degrees of freedom. Results refute the null 
hypothesis and suggest that the differences in the length of time that firms spend 
earning above average profits among groups are not due to chance alone. The result 
is consistent across all three measures of performance, with results ranging from 
(X
2
(5, N = 7,303) = 79.49, p < .001) for ROE, and (X
2
(5, N = 7,303) = 98.66, p < 
.001) for PER. As such, the listed covariates should be included in the formal model. 
 
Table 7.2: Log-rank tests for equality of survivor functions for firms along each 
reputational dimension – sustained above average performance 
Reputation-
al Dimension 
ROA ROE PER 
Observed  
exits from 
above 
average 
performance 
Expected 
exits from 
above 
average 
performance 
Observed  
exits from 
above 
average 
performance 
Expected 
exits from 
above 
average 
performance 
Observed  
exits from 
above 
average 
performance 
Expected 
exits from 
above 
average 
performance 
Company 238 183.74 266 205.60 335 276.96 
CSR 259 231.53 278 258.09 399 349.66 
Service 254 281.45 253 313.46 363 425.73 
Governance 326 296.32 337 330.46 456 447.60 
Financial 211 344.43 271 383.88 363 520.30 
Reference 
Group 965 915.53 
1107 1020.55 1487 1382.75 
       
Total 2253 2253 2512 2512 3403 3403 
       chi
2
(5) = 
 
87.23  
79.49 
 
98.66 
Pr>chi
2
 =   0.0000   0.0000   0.0000 
 
 
Also evident is the fact that firms exhibiting superior reputations along the company, 
CSR and governance dimensions tend to have more observed failures than firms 
exhibiting superior reputations along the service and financial reputation dimensions. 
Furthermore, those firms in the ‘Reference Group’ (firms with reputational scores on 
each dimension less than one standard deviation above the mean) are also evidenced 
as exiting above average levels of performance faster than those with superior 
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repuations. Results from the Cox (1972) regression (Table 7.3) suggest that those 
firms with a superior financial reputation sustain above average performance longer 
than firms without a superior reputation across all three measures of financial 
performance. When performance is measured in terms of ROA, the coefficient is 
negative (.54), meaning that the hazard rate for firms exiting above average 
performance with a superior reputation is far lower than for those without a superior 
financial reputation. Results relating financial reputation to both ROE and PER 
(.42) are similar in that they too show a significant (p<.001) negative 
relationship between a superior financial reputation and ability of firms to sustain 
above average performance. This suggests that a financial reputation has the 
potential to act as a source of adaptive resilience, providing a firm with the 
additional capacity to sustain profitability over time.  
Firms with a superior service reputation are also more likely to sustain above 
average performance compared to firms without a superior reputation. The 
coefficients representing the service dimension of corporate reputation are also 
negatively related to the baseline hazard rate, suggesting that firms exhibiting a 
superior service reputation are more likely to sustain above average performance 
compared to those without. Firms with a superior reputation on the ‘governance’ 
dimension fare only marginally worse in terms of ROA (=.04; p<.05) performance, 
whereas in terms of ROE and PER, firms with superior governance reputations tend 
to perform marginally better (both 06; p<.001); however, the relationship is not 
significant. Additionally, results suggest that firms with superior company reputation 
perform significantly worse, ranging from between  = .21; p<.01 for the ROA 
measure and =.12; p<.001 on the PER measure, compared to firms without a 
superior reputation. Further investigation of these results suggests that the 
relationship evidenced here could be attributed to industry differences, and related to 
the level of discussion along the dimension representing company reputation.  
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Table 7.3: Results from Cox regression for all three measures of financial 
performance – sustained above average performance 
  
      
  ROA ROE PER 
Company 
.21** .17** .12*** 
(.07) (.07) (.06) 
CSR 
.06 -.01 .06 
(.07) (.07) (.06) 
Service 
-.15* -.29*** -.22*** 
(.07) (.07) (.06) 
Governance 
.04 -.06 -.06 
(.06) (.07) (.05) 
Financial 
-.54*** -.42*** -.42*** 
(.07) (.07) (.04) 
    N 7303 7303 7303 
Events 2253 2512 3403 
Log likelihood -18411.75 -20585.63 
-
27749.10 
All variables normalised to industry mean 
 *p <  .05 level; ** p < .01 ; *** p < .001; n=7303 observations 
Standard errors in parentheses 
   
Examination of industry means for the different reputational dimensions 
identified that the majority of firms (55%) had a very low probability of 
communicating along the ‘company’ reputational dimension. The sector with the 
lowest mean score was Materials (-.33), followed by Financials (-.22) and Energy (-
.05). When compared to mean scores in the other sectors (Information Technology, 
.60; Healthcare, .32; Consumer Discretionary, .14; Consumer Staples, .37), it is 
evident that the mean level of communication related to the dimension representing 
company reputation within the majority of sectors is far below the level of discussion 
related to the other dimensions. The plotted hazard curves also support the argument 
that firms with superior reputations for service or financial performance tend to 
sustain above average performance longer than those without superior reputations in 
these areas.  
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Figure 7.1: Hazard rates for firms with superior reputation, by reputational 
dimension – sustained above average performance (ROA, ROE, PER) 
 
 
 
 
 189 
 
 
Figure 7.1 provides plotted hazard curves of the results for the complete 
sample (all eight sectors). While the performance curves differ only marginally 
among the three measures of financial performance, it is evident in all three graphs 
that firms with superior reputation along the financial dimension and, to a lesser 
degree, the service dimension, tend to sustain above average financial performance 
longer than firms without such standing. These results therefore provide support for 
the argument that reputation acts as a source of adaptive resilience. The data also 
support the argument that while the influence of reputation is generally positive it 
tends to fluctuate over time. 
Overall, this study examined the relationship between the five reputational 
dimensions developed in the first study and sustained above average financial 
performance in order to determine if a superior repuation acts as a source of adaptive 
resilience, providing firms with an increased capacity to adapt in times of difficulty 
and, ultimately, sustaining above average performance longer than those without 
superior repuations. The results presented here provide support for the argument that 
reputation acts as a source of adaptive resilience. This has been evidenced through 
the significant relationships identified between dimensions representing financial 
reputation and service reputation and sustained above average financial performance. 
 
7.3.2  Reputational dimensions as Sources of Rebound Resilience 
Survival analysis has also been used here to determine whether a superior 
reputation along one or more of the five reputational dimensions assists a firm in 
developing rebound resilience, operationalized as movement from a below average 
performance position to an above average performance position. The same procedure 
as that used to examine the relationship between reputation and sustained 
profitability was used in this analysis, starting with a log-rank test (Table 7.4).  
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Table 7.4: Log-rank tests for equality of survivor functions for firms along each 
reputational dimension – sustained below average performance 
Reputational 
Dimension 
ROA ROE PER 
Observed  
exits from 
below 
average 
performance 
Expected 
exits from 
below 
average 
performance 
Observed  
exits from 
below 
average 
performance 
Expected 
exits from 
below 
average 
performance 
Observed  
exits from 
below 
average 
performance 
Expected 
exits from 
below 
average 
performance 
Company 406 408.96 378 387.10 309 315.68 
CSR 488 518.22 469 491.68 348 400.01 
Service 614 628.25 615 596.50 506 485.15 
Governance 659 663.81 648 629.64 531 512.20 
Financial 902 772.46 842 732.96 748 596.63 
Reference 
Group 
1981 2058.31 1839 1953.12 1458 1587.55 
 
      
Total 5050 5050 4791 4791 3900 3900 
chi
2
(5) = 
 
34.63  
32.44 
 
70.77 
Pr>chi
2
 =   0.0000   0.0000   0.0000 
 
 In this instance, the null hypothesis is not supported; therefore, differences in 
the number of events observed in each of the groups of firms may be related to the 
five reputational dimensions. The result is consistent across all three measures of 
performance with results being similar for both ROA (X
2
(5, N = 7,303) = 34.63, p < 
.001) and ROE (X
2
(5, N = 7,303) = 32.44, p < .001), while PER is significantly 
higher PER at X
2
(5, N = 7,303) = 70.77, p < .001). Unlike adaptive resilience where 
the greatest effect was on ROA, rebound resilience appears to have the largest 
influence on PER. This observation is supported with the results of the Cox 
Regression (Table 7.5).  
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Table 7.5: Results from Cox regression for each performance measure – sustained 
below average performance  
  
      
  ROA ROE PER 
Company 
.03 .03 .06 
(.05) (.05) (.06) 
CSR 
-.02 .01 -.05 
(.05) (.05) (.06) 
Service 
.02 .09* .13** 
(.04) (.04) (.05) 
Governance 
.03 .09* .12** 
(.04) (.04) (.05) 
Financial 
.19*** .20*** .31*** 
(.04) (.04) (.04) 
    N 7303 7303 7303 
Events 5050 4791 3900 
Log likelihood -41037.61 -38869.34 
-
31683.21 
All variables normalised to industry mean 
 *p <  .05 level; ** p < .01 ; *** p < .001 
 Standard errors in parentheses 
   
The data show coefficients for firms with superior reputation to be higher 
than those for firms without superior reputation. When examining adaptive 
resilience, the event was defined as an exit from above average performance. 
Therefore, when reviewing the results of the Cox Regression, a negative result would 
be preferred as it would indicate a slower rate of decline (i.e., sustaining above 
average performance longer than the reference group). However, because the event 
here is defined as the exit from below average performance, a positive coefficient is 
preferred because it reflects a higher rate exit from a below average level of 
performance. Negative coefficients suggest that firms exhibiting a superior repuation 
along that dimension sustain below average levels of performance for longer than 
firms without superior standing. The results from the Cox (1972) regression suggest 
that firms with superior reputations along one or more of the reputational dimensions 
tend to exit positions of below average performance faster than those without a 
superior reputation. This suggests that reputation does in fact act as a source of 
resilience for firms following a period of difficulty, evidenced by below average 
 192 
 
 
financial performance. The data also suggest that the effect is weakest for the ROA 
measure of financial performance and strongest in relation to the PER measure. 
Results from this investigation reveal the existence of a different set of 
relationships among the five reputational dimensions and each of the measures of 
financial performance, compared to those identified when investigating adaptive 
resilience, except in the case of financial reputation. It is evident that financial 
reputation has the greatest influence across all three measures of performance 
compared to the other four dimensions, ranging from  =.19; p<.001 for ROA and  
=.20; p<.001 for ROE, while in relation to PER, it is  =.31; p<.001. This suggests 
that the influence of financial reputation is strongest on the market-based measure of 
performance, compared to the accounting-based measures. To a lesser degree, firms 
with a superior reputation for service and governance also tend to exit levels of 
below average performance faster than those without a superior reputation.  
Similar to the results obtained for adaptive resilience, service reputation has a 
significant influence on ROE (=.09; p<.05), and a stronger and far more significant 
influence on PER (=.13; p<.001). This further supports the argument that firms 
with superior reputations along one or more of the five reputational dimensions exit 
positions of below average performance faster than firms without a superior 
reputation. Of particular interest here is the influence of a superior governance 
reputation on the exit rate from below average performance. Unlike the results for 
adaptive resilience, governance reputation has a significant influence on both ROE 
( =.09; p<.05) and PER ( =.12; p<.001). This suggests that firms with below 
average financial performance that pay attention to governance-related matters tend 
to return to above average levels of performance faster than firms that ignore this 
critical topic. The other two reputational dimensions (company and CSR reputation) 
appear to have no significant relationship with any of the three measures of 
performance. Despite this, these results still provide strong support for the argument 
that firms with a superior reputation exit positions of below average performance 
faster than firms without such standing. This suggests that the underlying 
reputational dimensions act as sources of rebound resilience, providing firms with an 
enhanced capacity to rebound to previous levels of performance following a 
 193 
 
 
performance decline. A review of the plotted hazard curves supports this observation 
(Figure 7.2). 
 
Figure 7.2: Hazard rates for firms with superior reputation, by reputational 
dimension – sustained below average performance (ROA, ROE, PER) 
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These data suggest that firms with a superior reputation for financial 
performance (across all three measures) are more likely to exit levels of below 
average performance faster than other firms. In terms of ROA, it is evident that 
financial reputation plays a significant role in assisting firms to exit from below 
average to above average performance. Firms’ ROE and PER appear to receive 
similar benefits from a superior financial reputation. This is not surprising given both 
the earlier observation regarding the correlations between these measures of financial 
performance and literature which acknowledges the relationship between financial 
reputation and subsequent financial performance (Roberts and Dowling, 2002). 
However, in terms of ROA, the effect of the other dimensions is less obvious. While 
only service and governance dimensions appear to relate to a higher rate of exit than 
the other two dimensions, this is not significant based on the Cox (1972) regression 
results. In relation to ROE, the rate of exit from below average performance is 
enhanced when a firm has a superior financial, service or governance reputation. The 
figure also shows that firms with a superior company reputation tend to exit below 
average performance faster than others. The final measure of performance, firms’ 
PER, also tends to move from a below average state to an above average state faster 
when firms have, firstly, a superior financial reputation followed, at very similar 
rates, by superior service and governance reputation.  
The second part of this study examined the notion of rebound resilience and 
whether “firms with superior reputations, following a period of below average 
performance standardised by industry and year, return to an above average 
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performance level faster than firms without a superior reputation” (Chapter 1, page 
31). The results presented here provide support for this argument given the 
significance of the relationships between financial and, to a lesser degree, service 
and governance reputation and the exit by firms with superior reputation from levels 
of below average performance and return to an above average performance position. 
Therefore, it is not unreasonable to conclude that the reputational dimensions act as 
sources of rebound resilience that enable firms to bounce back to earlier levels of 
performance following periods of lack-lustre performance or decline.  
7.4  Discussion 
This chapter examined, firstly, the notion of adaptive resilience, or the 
potential influence that superior reputation has on the capacity of firms to sustain 
above average financial performance over time. This examination was carried out 
using an alternative, truly longitudinal methodology known as survival analysis. 
Secondly, also using survival analysis, this study investigated the potential influence 
that superior reputation has in assisting firms to return to an above average 
performance position following a period of below average performance, termed 
‘rebound resilience’. While generally consistent with earlier literature asserting that a 
firm’s financial reputation is essential to sustained profitability (Roberts and 
Dowling, 1997; Roberts and Dowling, 2002; Choi and Wang, 2009), the results 
reflect that other reputational dimensions also have an influence, albeit to a lesser 
degree, on a firm’s capacity to both sustain above average financial performance 
over time, and to rebound from a below average performance position faster than 
firms without such standing. 
 
7.4.1  Reputation, Resilience and Sustained Above Average Financial Performance 
A firm’s capacity to sustain above average performance across all three 
measures (ROA, ROE, PER) over time was clearly, and not surprisingly, enhanced 
when the firm held a superior financial reputation. This suggests that corporate 
reputation acts as a source of resilience, in particular adaptive resilience, for firms. 
This observation reflects much of the earlier literature that identified a firm’s 
financial reputation as being critical to sustained success. Yet it also reinforces that 
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this relationship is not consistent, and that the level of influence that reputation has 
varies over time. This finding is consistent with that of Roberts and Dowling (2002) 
who also identified that financial reputation has a significant influence on a firm’s 
capacity to sustain superior profitability over time. Roberts and Dowling (2002) also 
identified ‘residual reputation’ as a second component of reputation, which also 
influences the capacity of firms to sustain superior performance over time. Similarly, 
by utilising a model with five reputational dimensions, this current study was able to 
identify that service reputation (defined in Chapter Two as “the level of attention 
given by senior executives to customer service”) also influences a firm’s capacity to 
sustain above average levels of financial performance. However, it should be noted 
that the level of influence varies across the different measures of financial 
performance, showing a highly significant yet slightly higher level of influence in 
terms of both ROE (= .29; p<.001) and PER (= .22; p<.001), compared to 
ROA (= .15; p<.05). This finding suggests that in relation to ROA, firms with a 
superior service reputation exit levels of above average performance at a rate of .15 
below that of firms without a superior reputation. Similarly, in terms of ROE and 
PER, it is .29 and .22 lower than firms without a superior standing.  
In terms of the first argument, results from this research provide support for 
earlier literature that reputation does in fact positively influence firm financial 
performance; however, the relationship is not direct. Much of the literature tends to 
focus on identifying the existence of direct causal relationships between measures of 
overall corporate reputation and financial performance, often using data covering 
relatively short time periods (one to five years). Results from these studies tend to be 
contradictory in that some identify a relationship while others do not. This led some 
authors to argue for the use of data covering extended time periods, as was applied in 
this current study. Additionally, rather than relying on auto-regressive approaches, 
this study utilised a technique associated more with survival rates of individuals. 
Known as survival analysis, this technique better captures variation in truly 
longitudinal data than does, for example, pooled regression or panel data. The 
findings presented here support this argument.  
Results show that firms with superior reputation along the financial and 
service dimensions tend to outperform firms without a superior reputation. Company 
reputation is identified as having a negative impact on the three measures of 
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performance; however, this result is more likely a reflection of the particular nature 
of the sample rather than a negative relationship. Therefore, the argument that 
reputation enhances a firm’s adaptive resilience and therefore enables firms to 
sustain above average returns over an extended period is confirmed. Similarly, 
rebound resilience has also been identified as having the potential to influence firm 
performance.  
While the first part of this chapter investigated adaptive resilience through 
examination of the reputational influence on firm movement from an above average 
performance position to a below average position, the second part identified 
reputational influences that enhance a firm’s capacity to exit a below average 
performance level and return to an above average level. The results provided here 
suggest that reputation does act as a source of what has been identified as rebound 
resilience. Consistent with earlier work by Roberts and Dowling (1997) and Roberts 
and Dowling (2002), these findings highlight that financial reputation is the most 
critical factor in enhancing firms’ capacity to rebound from a previous performance 
decline. Like the findings related to adaptive resilience, a superior service reputation 
influenced ROE (=.09; p<.05) and PER to a similar degree, but with far more 
significant influence (=.13; p<.001). Unlike the relationship identified as adaptive 
resilience, a superior service reputation had no apparent effect on ROA. 
Additionally, firms with superior governance reputation also tend to outperform 
firms without a superior reputation. This may reflect a tendency of firms to discuss 
board appointments and changes following a period of decline, thereby highlighting 
to stakeholders that the firm is proactive in resolving performance problems. There 
was no support for the influence of either CSR or company reputation on a firm’s 
capacity to return to above average performance.  
7.5  Summary 
This study proposed and finds support for the argument that reputation, 
measured along five underlying dimensions, acts as a source of both adaptive and 
rebound resilience. Following the work of Roberts and Dowling (2002), 
organisational resilience was operationalized as the capacity of firms to sustain 
above average performance over time, representing adaptive resilience, whereas 
rebound resilience was represented by the capacity of a firm to return to above 
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average performance following a performance decline. This study also approached 
these questions using survival analysis as an alternative statistical technique. This 
methodology was chosen because of its suitability to studies with time as a variable 
of interest (Morita et al., 1989).  
While interpretation of the results relating to adaptive resilience is supported 
by the evidence related to ROA, the relationships are not consistent across all 
dimensions or each of the measures of financial performance. It was not surprising 
that the dimension representing financial reputation had a significant influence on 
the three measures of financial performance, given the general agreement within 
literature that financial reputation has a strong influence on future financial 
performance (Eberl and Schwaiger, 2005; Fombrun and Shanley, 1990; Roberts and 
Dowling, 2002). The observation that service reputation also influences the three 
measures of financial performance also reflects earlier literature in that overall 
reputation is influenced by underlying dimensions that are seen to be separate from 
financial performance (Hall, 1992; Roberts and Dowling, 2002; Schwaiger, 2004; de 
Castro et. al. 2006).  
Similar yet different relationships were also identified in terms of rebound 
resilience, or the capacity of a firm with a superior reputation, following a period of 
below average performance, to return to an above average performance level faster 
than firms without a superior reputation. Financial reputation was again the most 
influential reputational dimension in terms of providing firms with an added capacity 
to exit positions of below average performance. Service reputation, however, had no 
apparent influence on performance when measured by ROA, yet a significant 
influence on performance when measured in terms of PER and to a lesser degree, 
ROE. Additionally, and unlike the relationships identified for adaptive resilience, 
governance reputation was identified as having a significant influence on the ability 
of firms to return to above average performance in terms of PER and ROE, although 
not ROA.  
Overall, this study addressed an identified gap in the literature relating to the 
mechanism though which reputation influences performance. To close this gap, it 
applied a truly longitudinal methodology rather than an examination of the 
reputation-performance relationship with the assumption of a direct effect. 
Additionally, several of the limitations evident in earlier research arguably have been 
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eliminated. The results provided here support the argument that reputation acts as a 
source of organisational resilience. 
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Chapter 8 
Discussion and Conclusion 
8.1  Introduction  
This thesis has examined whether the underlying dimensions of corporate 
reputation positively influence long-term financial performance in a sample of 2,658 
Australian firms. In doing so, the thesis addressed several related research questions 
concerning the empirical identification of underlying reputational dimensions and 
their effect on performance. The five reputational dimensions identified were then 
analysed in terms of temporal stability, sectoral influence and their individual effect 
on long-term financial performance. Finally, the influence of the underlying 
dimensions was examined in relation to financial performance using an indirect 
approach which highlighted the potential for reputation to act as a source of both 
adaptive and rebound resilience, which, it was argued allowed firms to better sustain 
levels of above average performance. Given that much prior research into the 
relationship between reputation and performance has been hindered by both 
definitional (Barnett et al., 2006; Wartick, 2002; Walker, 2010) and measurement 
issues (Brown and Perry, 1994; Fryxell and Wang, 1994; Sabate and Puente, 2003; 
Walker, 2010) it was necessary to use an alternative methodology to empirically 
identify underlying dimensions. As such, content analysis of the narrative sections of 
annual reports was used as this allowed the present research to address many of the 
limitations identified earlier.   
Content analysis involves capturing the frequency of words or phrases from, 
in this case, senior executive discourse, which can then be used to identify 
underlying themes, latent content and deeper meanings within written 
communication (Duriau, et al., 2007).  Duriau et al. (2007) further pointed out that 
content analysis is particularly suited to examining concepts which are difficult to 
study or measure using more traditional approaches as this approach can provide the 
researcher with deeper insight into the cognition of the authors of this discourse. 
Previts et al. (1994, 58) observed that content analysis “is eminently suited for 
applications in which the data are textual in nature, rich in substance and strongly 
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context specific.” In practical terms, the use of content analysis alleviates many of 
the problems associated with more traditional data collection methodologies.  
Immediately obvious when using content analysis is the enhanced ability of 
the researcher to utilise longitudinal data in a manner that is far less intrusive and 
time consuming in terms of access to senior executives than is generally possible 
with more traditional methods such as surveys, direct observation or interviews. 
Additionally, by analysing the content of senior executive discourse in annual 
reports, this approach enables an examination of underlying dimensions without a 
priori determining their existence within the narratives. With the content analysis of 
the narrative sections of annual reports as its starting point, this thesis includes four 
studies, the findings of which are summarised briefly here, prior to discussing their 
implications for theory and practice. Finally, limitations of the current research and 
directions for future research are outlined.  
 
8.2  Overview 
8.2.1  Study 1: Identifying Reputational Dimensions 
RQ1:  What are the underlying dimensions of corporate reputation? 
 
Despite indications that firms’ possession of valuable intangible resources is 
a potentially important source of their corporate reputation (Barney, 1986; Dierickx 
and Cool, 1989; Barney, 1991; Hall, 1992; Rao, 1994; Roberts and Dowling, 2002; 
Abimbola and Kocak, 2007) there is little agreement on specific intangible resources 
that are critical to success. While earlier studies that attempted to describe and 
measure the underlying sources of corporate reputation provided a useful starting 
point for the present research, they have several limitations. In most cases previous 
studies that have examined different aspects or attributes of corporate reputation 
have relied on the use of Fortune-type indices (Dollinger et al., 1997, Schwaiger, 
2004; de Castro et al., 2006; Walker, 2010), and tended to be more concerned with 
the development of a single measure of reputation held to be representative of a 
firm’s overall standing (Fombrun and Shanley, 1990; Fombrun Gardberg and Sever, 
2000). The chief limitations of this approach relate to the acknowledged relationship 
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such measures have with prior financial performance (Brown and Perry, 1994; 
Fryxell and Wang, 1994; Lewellyn, 2002) and the recognition that lists of intangible 
resources used in similar surveys are largely based on the intuition and assumptions 
of the researcher involved (Hall, 1992). In response to these criticisms, the first study 
in this thesis addressed these limitations and examined the potential for intangible 
resources to act as underlying sources of corporate reputation using content analysis 
of senior executive communication in annual reports over an extended seventeen 
year period. 
Results showed that senior executives paid attention to a range of different 
reputational dimensions. This means that managers not only recognise the 
importance of intangible resources as sources of reputation, an observation that is 
similar to that of several other authors (e.g. Hall, 1992; Dollinger et al. 1997; 
Schwaiger, 2004; de Castro, et al., 2006; Boyd, 2010; Iwu-Egwuonwu, 2011), but 
they also communicate information about them to interested stakeholders via the 
narrative sections of annual reports. However, the majority of studies which identify 
these underlying sources tend to rely upon authors’ predefined lists being presented 
to executives rather than seeking to identify what elements senior executives 
consider important using a less obtrusive or more indirect approach. The alternative 
methodology adopted in this study deals with this concern as it draws on actual 
executive discourse and provides insight into the underlying dimensions of corporate 
reputation not possible using a priori lists of firm attributes and short term, cross-
sectional methodologies. Additionally, given the broad range of potential intangible 
resources it was apparent that in answering the first research question further 
analysis would require a technique suited to dimension reduction; as such principal 
component analysis was used. Results from this analysis showed that the themes 
evident in the discourse could be grouped into five higher-order dimensions 
representing different intangible aspects of firms’ reputation.  
The first dimension, identified as ‘company reputation’ reflects aspects of the 
company such as its products, services, and markets, including potential new markets 
or opportunities in existing markets. The second dimension, corporate social 
responsibility (CSR), includes consideration of issues related to environmental 
responsibility, employee welfare and community responsibility while the third 
dimension, service reputation, includes issues of customer concern, such as the 
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reputation for an organisational culture focused on customer service or the 
implementation of customer satisfaction related initiatives. Dimension four, 
governance reputation, represents corporate governance related matters, for instance: 
the expertise of board members, changes to the structure of the board or the presence 
and actions of specific governance processes such as audit or risk management 
committees. The fifth dimension, financial reputation, reflects issues related to 
ongoing or long-term financial success rather than simply descriptive statements 
about current or short-term performance. The empirical identification of different 
dimensions of corporate reputation is important given that much research has relied 
on uni-dimensional measures such as the FMAC and global variants that are often 
criticised for their close relationship with accounting measures of financial 
performance.  
Overall, Study 1 (Chapter 4) showed that it was possible to identify evidence 
of different levels of attention in executive discourse related to various types of 
intangible resources. Interpreted as representing executives’ perceptions of the 
importance and value of specific intangible resources to their firms, results from the 
factor analysis identified five higher-order reputational dimensions (company, 
service, CSR, governance and financial) made up of conceptually related and 
meaningful themes which resembled those that had been identified or suggested in 
earlier literature (Hall, 1992; Dollinger, Golden and Saxton, 1997; Dunbar and 
Schwalbach, 2000; Robert and Dowling, 2002; de Castro, López and Sáez, 2006). 
The second study (Chapter 5) sought to provide further evidence to support this 
interpretation.  
First it was argued that temporal stability, that is, stability over time, is 
widely assumed to be a key characteristic of firms’ reputations (Fombrun and 
Shanley, 1990; Hall, 1992; Fombrun and Van Riel, 1997; Dunbar and Schwalbach, 
2000; Roberts and Dowling, 2002; Wartick, 2002; Walker, 2010). Since reputation 
stems from intangible resources that are themselves the result of important historical 
differences in the nature of firms’ strategic commitments and endowments, it was 
proposed that underlying dimensions of corporate reputation should also show 
evidence of a significant degree of stability over time. The second proposition 
investigated in this study was that since reputation is an important source of 
corporate legitimacy, the importance of different reputational dimensions was likely 
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to vary according to context, specifically, the industry sector within which a firm 
operated. Put another way, senior executives in different industries are likely to be 
concerned with different aspects of corporate reputation. For instance, it is expected 
that firms in extractive or resources based industries attend more to reputational 
concerns related to the environment and workplace health and safety in comparison 
to firms in, say, the financial or services sectors. 
 
8.2.2  Study 2: Temporal Stability and Sectoral Differences in Reputational 
Dimensions  
RQ2: Do reputational dimensions display significant temporal stability? 
 
RQ3: Do reputational dimensions differ in their relative importance across  
industry sectors? 
 
It is not surprising that temporal stability has been identified as an important 
factor for understanding corporate reputation (Fombrun and Shanley, 1990; Hall, 
1992; Roberts and Dowling, 2002). However, despite this recognition little has been 
done to examine the temporal stability of the underlying dimensions of corporate 
reputation, perhaps because much reputational research tends to focus on overall or 
uni-dimensional measures so that it becomes more an exercise in comparing 
rankings than understanding underlying themes. Simply comparing rankings over 
time provides us with little insight into the factors underlying those rankings.   
Research also suggests that reputations are impacted by the industry, or 
sector, in which the firm competes. Recognition that corporate reputations are 
influenced by sector is not new particularly given the extensive legitimacy and 
institutional theory literatures (Rao, 1994; Suchman, 1995; Deephouse and Carter, 
2005; Thomas, 2007) which highlight the need for firms to be seen as legitimate 
within their sector. Therefore, by comparing differences in the importance of the five 
reputational dimensions over an extended period, the second study also addresses the 
question of whether there are sectoral differences in reputational dimensions.  
Results from the regression analysis supported the view that the relative 
importance of different reputational dimensions across firms was relatively stable 
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over time. However, results also suggest that stability of these dimensions differs 
and that for some their stability is relatively short-lived. Of the five reputational 
dimensions, governance reputation shows the greatest stability, followed by 
company reputation and financial reputation. This suggests that firms in general 
recognise the importance of governance related matters and reflect this in their 
discourse. However, company reputation and financial reputation appear to fluctuate 
quite a lot over time, perhaps as a result of changes in the business environment or in 
response to some form of environmental influence. The dimension representing CSR 
reputation had the lowest stability followed closely by service reputation. Overall, it 
can be said that while these measures of corporate reputation demonstrate a degree 
of stability over time, looked at over a large population of firms there is, on average, 
also a fairly significant degree of fluctuation which may indicate that different 
elements of corporate reputation are somewhat more volatile than would normally be 
expected. 
Analysis of variance (ANOVA) of industry means was initially used to 
examine sectoral difference in the importance of the five reputational dimensions. 
Results showed that each reputational dimension varied significantly between 
sectors, with the greatest variation on the CSR dimension, followed closely by 
service reputation, with the lowest amount of variation on the dimension 
representing governance. Further analysis (using canonical correlation) of these 
differences highlighted that reputation varied along two main functions, termed here 
a relationship function and a competence function. The relationship function 
represents the relative attention given to what Eberl and Schwaiger (2005) defined as 
‘sympathy’ or ‘affection’ towards the community. Reputation concerns focused more 
on broad, community or society wide issues and a relatively narrow ‘market’ 
emphasis on service and customer satisfaction. The competence function reflects, at 
one end, concern with financial reputation issues such as financial performance and 
governance, and at the other, broader company-wide reputation concerns, for 
instance: product quality and innovation, market standing and new market 
opportunities.  
Results show that some sectors (energy, materials and utilities) attend more 
to broader community wide concerns, such as corporate social responsibly rather 
than to service or customer-related reputation. Firms in the information technology 
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and communications sectors, on the other hand, focus relatively heavily on issues 
related to service or customer satisfaction. Firms in the financial sector emphasise 
financial reputation, rather than broader company reputation, whereas firms in the 
healthcare sector are essentially opposite in their focus. 
Overall, Study 2 confirmed that there is a degree of stability in each of the 
reputational dimensions and that their relative importance varied significantly by 
sector. This agrees to an extent with much of the earlier literature into the persistence 
of overall corporate reputation in that, like overall corporate reputation, the 
underlying dimensions of reputation also showed stability overtime. Further, the 
results highlighted the presence of significant sectoral differences in the perceived 
importance of different dimensions which is seen as reflecting their relative 
importance for firms’ legitimacy in different sectors. Together, these findings 
suggest that the reputational dimensions identified in Study 1 (Chapter 4) are 
appropriate measures for further examining the potential influence of the reputational 
dimensions on firms’ future financial performance. 
Therefore, Study 3 (Chapter 6) proposed that firms’ relative strengths on 
different reputational dimensions are significantly related to their future financial 
performance. It was noted that while there has been much research into this 
relationship (e.g., Roberts and Dowling, 1997; Roberts and Dowling, 2002; Rose and 
Thomsen, 2004; Eberl and Schwaiger, 2005; Inglis et al., 2006) results have often 
been contradictory. This lack of consistency, it is argued, is the result of a range of 
limitations in previous reputational research including: small sample sizes, cross-
sectional designs, narrow measures of financial  performance, and reliance on 
measures of overall reputation that have been criticised for their correlation with 
prior financial performance (Brown and Perry, 1994; Fryxell and Wang, 1994; 
Lewellyn, 2002). Therefore this study examined the reputation–performance 
relationship using several different performance measures (ROA, ROE, PER), a 
large sample, and a longitudinal design while controlling for the effects of previous 
financial performance and firm size. Additionally, research into the relation between 
reputation and financial performance has suggested that there is a lag between 
reputation and improved financial performance (Sobol and Farrelly, 1988; Riahi-
Belkaoui and Pavlik 1991; Srivastava, et al., 1997; Hammond and Slocomb, 1996; 
Dunbar and Schwalbach, 2000). Therefore the third study also considered potential 
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lags in what has been termed the value creation process (Lourenco, Callen, Branco, 
and Curto, 2013).  
 
8.2.3  Study 3: The Effect of Reputational Dimensions on Financial Performance 
RQ4: Are reputational dimensions significantly related to financial  
  performance?  
 
RQ5: Is there a temporal lag in the association between reputational 
 dimensions and financial performance? 
 
Because financial success has long been identified as one of the many 
benefits of being well known and respected (Kotha et al., 2001), a key aim of much 
reputational research is the investigation of corporate reputation’s relationship with 
financial performance. While many studies have investigated the impact of 
reputation on performance, they have been criticized in the literature for several 
reasons, including using measures of corporate reputation that have been found to be 
highly correlated with previous financial performance (Brown and Perry, 1994; 
Fryxell, and Wang, 1994; Lewellyn, 2002). The use of overall measures of 
reputation also limits the potential to develop our knowledge of the influence of 
different underlying dimensions on financial performance. Additionally, much of the 
earlier research has focused upon very small samples sizes and relatively short-term 
cross-sectional designs. Using the sample developed in the first study, study three 
alleviated these limitations by examining the potential influence each of the five 
reputational dimensions had on financial performance and the lag in realising this 
benefit.  
The results from the third study provided support for the proposition that the 
reputational dimensions significantly affect financial performance, controlling for 
previous financial performance, including executives’ attention to reporting firms’ 
current performance, and firm size. Of the five reputational dimensions, service 
reputation had the greatest influence on financial performance, followed by the 
dimension representing financial reputation.  
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The results presented here also support the second proposition identified in 
this study in that there is a significant lag between the discussion of reputational 
dimensions and the associated benefit observed through improved financial 
performance. The greatest influence is identified when lagged by 1 and 3 years, 
however, this is largely industry specific. This result overall highlights the need by 
executives to consider the long term effects of a particular reputational strategy 
rather than assuming or expecting a direct and immediate benefit. These findings are 
important because they also highlight the need by reputational researchers to move 
away from studies which utilise short time periods, small samples, and overall 
measures of reputation, and consider the potential for underlying reputational 
dimensions to influence performance in a less direct manner, not usually considered 
in the literature.  
While there was evidence of a significant association between reputation and 
future financial performance, one that could not be explained by covariation between 
reputational measures and previous financial performance, it is consistent with 
previous findings in that the association was small (e.g., Roberts and Dowling, 
2002). Therefore, Study 4 (Chapter 7) examined the influence of reputational 
dimensions on long-term financial performance using an approach which considers 
the relationship as one which is less direct than that normally investigated in the 
literature. It was argued that the reputational dimensions provide firms with a source 
of resilience, rather than a source of direct benefit for future financial performance. 
That is, the benefits of reputation depend upon the nature of the environmental 
circumstances that firms encounter in future; some conditions may be so 
unfavourable as to render reputation useless (at least in financial terms), or the 
environmental circumstances may be so munificent that, once again, the effects of 
reputation are limited. Resilience has been defined drawing on Klein (2003)  as the 
capacity of an organisation to both adapt in times of difficulty and to rebound to 
earlier levels of performance following some form of performance loss. This 
suggests that firms with a superior reputation are able to sustain above average 
financial performance for a longer period because their reputation provides them 
with a higher capacity to adapt to changing environmental demands and 
opportunities, assuming there is an intrinsic tendency for firms to return to the 
average (Geroski and Jacquemin, 1988; Roberts and Dowling, 2002, Choi and 
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Wang, 2009). Similarly, it is proposed that superior reputation provides firms with 
higher capacity to rebound from a period of performance decline, faster than those 
firms without such standing.  
 
8.2.4  Study 4: Reputation as a Source of Resilience 
RQ6: Does superior reputation provide firms with adaptive resilience, 
evidenced by their sustaining above average profitably for a longer 
period than firms with below average reputation? 
 
RQ7: Does a superior reputation provide firms with rebound resilience, 
evidenced by their capacity to rebound from a period of below 
average performance to above average performance following a 
performance loss, more quickly than firms with below average 
reputation? 
 
It was argued that firms’ reputational dimensions provide them with adaptive 
resilience, which was operationalized as the rate of exit over time from a situation of 
above average financial performance (i.e. decline or negative change) by low and 
high reputation firms. Consistent with the earlier work by Roberts and Dowling 
(2002), results from this analysis provide support for the proposition that 
reputational dimensions act as sources of adaptive resilience. Findings indicated that 
those firms with superior financial reputation and service reputation were better able 
to sustain above average performance for longer than firms not endowed with similar 
reputational standing. Results were also consistent with the proposition that superior 
reputation affords firms ‘rebound’ resilience which was operationalized as the rate of 
exit over time from a situation of below average financial performance (i.e. 
improvement or positive change) by low and high reputation firms. The results are 
similar to those identified above in relation to adaptive resilience, in that firms with 
either, a superior financial reputation or a superior service reputation were found to 
rebound sooner on average from below average performance. There was one 
interesting difference between the two sets of results. It is apparent that the 
dimension representing governance reputation also had a significant, though only a 
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moderate relationship with both ROE and PER, though not ROA. This suggests that 
a superior reputation in relation to governance may be particularly valuable for their 
recovery when firms are experiencing times of difficulty or below average 
performance.  
Overall, the results of the final study in this thesis were therefore consistent 
with the proposition that underlying reputational dimensions might serve as sources 
of organisational resilience for firms, which assist them to adapt to and rebound from 
changing environmental circumstances. 
8.3  Theoretical Contribution  
Reputation researchers have periodically expressed their frustration with the 
difficulty of describing and measuring corporate reputation in a way that allows it to 
be investigated both rigorously and in context (Barnett and Pollock, 2012). While 
reputation has been viewed as a valuable intangible asset for creating sustainable 
competitive advantage, this intangibility has hindered valid and reliable 
measurement (Wartick, 2002; Walker, 2010). With this challenge in mind, the 
content analysis of actual executive communication provides a unique starting point 
for the examination of the underlying dimensions of corporate reputation and their 
potential to influence firm’ financial performance. 
As such this thesis has examined the relationship between underlying 
dimensions of corporate reputation and their potential to influence performance 
using content analysis. Contributions to reputation literature were made by: (1) a 
theory-based conceptualisation of the underlying dimensions of corporate reputation 
and the empirical development of a model representing potential intangible sources 
of corporate reputation (Chapter 4, page 134); (2) a model for identifying sectoral 
differences in the emphasis given to the underlying dimensions of reputation 
(Chapter 5, page 156) and; (3) a conceptual framework around the concept of 
resilience (Chapter 7, pages 184 and 189) which proposes that reputation has a less 
direct link with future performance and that to investigate these we need to allow for 
the influence of changing environmental conditions that firms confront which then 
focuses research attention on what allows firms to sustain above average financial 
performance over fairly long time periods. 
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8.3.1 Conceptualisation and Empirical Development of Underlying Reputational 
Dimensions 
This thesis approaches the long term corporate reputation – financial 
performance relationship from within the perspectives of the RBV and intangible 
resources literatures. The first study identified the presence of five higher-order 
reputational dimensions within naturally occurring executive discourse and treated 
these as the basis for an investigation of the relative influence of these five 
reputational dimensions on firms’ future performance.  
Given the acknowledged relationship between intangible resources and firm 
performance (Wernerfelt, 1984; Barney 1991), corporate reputation can be viewed 
from an RBV perspective as a critical intangible resource (Abimbola and Kocak, 
2007; Barney, 1986; Dierickx and Cool, 1989; Hall 1992; Rao, 1994; Roberts and 
Dowling, 2002). The first study attempts to do this using a managerial cognition 
approach to the identification and measurement of the underlying dimensions of 
corporate reputation. This approach rests on two assumptions – that a central role of 
senior executives is the preservation and enhancement of a firm’s reputation (Hall, 
1992; Gray and Balmer, 2002) and that because resources are limited (Moors and De 
Houwer, 2006) executives will tend to focus their attention on those reputational 
dimensions that they perceive as being the most critical to the firm’s current and 
future outcomes (Hall, 1992). Empirical results here support the validity of this 
approach. The five reputational dimensions derived provide a multi-dimensional 
measure of reputation and therefore reduce reliance on single measures of corporate 
reputation. One important advantage of this for future research is that it is possible to 
study the effects of different reputational dimensions on performance rather than 
relying on a uni-dimensional construct. Relying on a uni-dimensional measure we 
can ask questions only of the form: “Does firms’ reputation influence future 
performance?” While this is an interesting question it tends to oversimplify this 
relationship because, as demonstrated here, firms can vary along a number of 
reputational dimensions which differ in terms of their relative influence on the main 
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outcome studied here – financial performance. However, it can be envisaged that 
their relative influence can vary according to the nature of outcomes being 
investigated, whether it is financial performance, customer attitudes, or broader, 
community wide attitudes. Furthermore, given the evidence of substantial 
differences in the relative importance of different reputation dimensions by sector it 
is necessary to study reputational effects in more context-sensitive ways. Put another 
way, the influence of different reputation elements can vary according to differences 
in their relative importance for firms’ legitimacy and standing in different sectors, 
and perhaps, at different times. For instance, mining firms’ reputation for 
environmental matters may be important in influencing regulators’ attitudes towards 
further ‘green’ regulations, while healthcare providers’ reputation for innovation can 
be crucial for investors’ and patients’ perceptions. Therefore, the measures of 
reputation derived here provide a broader perspective from which to study 
reputational effects in several ways: reputation can be viewed as having a number of 
conceptually and empirically distinct underlying elements; its influence on firm 
outcomes is likely to vary according to the firm’s context, such as industry sector, 
and finally, it can differentially influence different types of firm’ outcomes since it 
can be more or less important to different audiences and stakeholders.        
 
8.3.2  Sectoral differences and Their Influence on the Attention Given to 
Reputational Dimensions 
Study 2 (Chapter 5) provided further support for the five dimension 
interpretation of reputation. Since it has been broadly acknowledged that overall 
corporate reputation is relatively stable over time and that industry sector is an 
important consideration in defining and measuring reputation it was proposed that 
the five reputational dimensions will also demonstrate both significant temporal 
stability and significant variation, by industry sector.  
Empirical results supported this proposition as they showed that the 
reputational dimensions have significant stability and also vary significantly by 
sector. The fact that the reputational dimensions had significant levels of stability 
over an extended period is not only consistent with the earlier literature related to 
overall reputation (Fombrun and Shanley, 1990; Hall, 1992; Roberts and Dowling, 
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2002; Walker, 2010; Wartick, 2002), it suggests that the five reputational dimensions 
are useful in developing a broader understanding of corporate reputation. Analysis of 
sectoral differences along the five dimensions in fact found that firms differ in their 
level of concern along two functions, termed here the ‘competence’ and 
‘relationship’ functions.  
The competence function represents executive concern for the more 
traditional market based measures of success. While having some similarity to what 
Eberl and Schwaiger (2005), called a ‘cognitive’ dimension, in that they are both 
concerned with some aspect of firm performance, it contrasted sectors and firms with 
a narrower, financial reputation focus with those with a broader, company-wide 
reputation focus. This broader focus includes consideration of market opportunity, 
overall company reputation and product or process innovation. The relationship 
function also suggests a contrast between the attention given to a narrower, ‘market’-
based, customer focus, and a broader, community or society-wide, corporate social 
responsibility focus. These differences are particularly useful in developing our 
understanding of corporate reputation and its underlying dimensions as it highlights 
that sectors and the firms within them have broadly different reputational concerns. 
Thus to some extent the concept of reputation may need to be broadened to consider 
the notion of different types of ‘reputational spaces’ or ‘territories’ in which firms 
have broadly different reputational concerns and audiences.  
However, while it is evident that broad differences exist between the 
reputational spaces some sectors inhabit, clustering of sectors in similar markets is 
also evident. Since firms in similar markets have similar resource dependencies and 
legitimacy requirements (Agrawal and Hockerts, 2013; DiMaggio and Powell, 1983; 
Oliver, 1997; Zucker, 1987) it is reasonable to suggest that they will also attend to 
those reputational components which highlight the firm’s ability to meet those 
requirements. Given that legitimacy and reputation share “substantial conceptual 
overlaps in the sense that both concepts reflect stakeholder perceptions, attitudes and 
support, which is critical to the success and sometimes even survival of 
organizations” (Merkelson, 2013, 244) it is necessary to view reputation and 
legitimacy integratively rather than as separate constructs (King and Whetton, 2008). 
The results in this thesis highlight that reputational focus reflects both the minimum 
(legitimacy) requirements of a particular sector as well as act as a form of 
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differentiation for firms (Bitektine, 2011). While this does not invalidate the notion 
of firms differing in terms of some overall reputational metric, it does at least 
suggest the possibility of a more differentiated approach to studying this complex 
phenomenon. Adopting this approach potentially involves more closely studying 
how reputation as a construct differs qualitatively and not only quantitatively 
between firms. 
Research has generally sought to develop a singular quantitative measure 
representing some overall reputational score or rating used to rank firms from ‘best’ 
to ‘worst’ (Fombrun, Gardberg and Sever, 2000; Schultz and Mouritsen, 2001; 
Berens and van Riel, 2004). This overall ranking or score is seen to differentiate 
firms in terms of their standing compared to other firms (usually based on industry), 
and is then usually related to other measures, for example financial performance, 
innovation or sustainability. In doing so, researchers often take the view that an 
overall measure, such as FMAC or its international variants, is suitable as a standard 
metric and is therefore equally applicable to all firms at all points in time. The results 
reported in this thesis highlight an opportunity to move away from such measures 
and toward the development of a model which better reflects the qualitative or 
narrative differences in reputation. The findings in this thesis suggest that an 
alternative approach which considers these qualitative differences, may have some 
benefit as it develops our understanding about the ‘different types of reputation’ 
given that there is a range of different possible audiences or stakeholders, not merely 
senior managers and industry analysts (the respondents of Fortune-type surveys) 
who are concerned with a range of different outcomes, for example, 
social/relationship legitimacy and market/competence legitimacy. tudy 2 (Chapter 5) 
provided further support for the five dimension interpretation of reputation. Since it 
has been broadly acknowledged that overall corporate reputation is relatively stable 
over time and that industry sector is an important consideration in defining and 
measuring reputation it was proposed that the five reputational dimensions will also 
demonstrate both significant temporal stability and significant variation, by industry 
sector.  
Empirical results supported this proposition as they showed that the 
reputational dimensions have significant stability and also vary significantly by 
sector. The fact that the reputational dimensions had significant levels of stability 
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over an extended period is not only consistent with the earlier literature related to 
overall reputation (Fombrun and Shanley, 1990; Hall, 1992; Roberts and Dowling, 
2002; Walker, 2010; Wartick, 2002), it suggests that the five reputational dimensions 
are useful in developing a broader understanding of corporate reputation. Analysis of 
sectoral differences along the five dimensions in fact found that firms differ in their 
level of concern along two functions, termed here the ‘competence’ and 
‘relationship’ functions.  
The competence function represents executive concern for the more 
traditional market based measures of success. While having some similarity to what 
Eberl and Schwaiger (2005), called a ‘cognitive’ dimension, in that they are both 
concerned with some aspect of firm performance, it contrasted sectors and firms with 
a narrower, financial reputation focus with those with a broader, company-wide 
reputation focus. This broader focus includes consideration of market opportunity, 
overall company reputation and product or process innovation. The relationship 
function also suggests a contrast between the attention given to a narrower, ‘market’-
based, customer focus, and a broader, community or society-wide, corporate social 
responsibility focus. These differences are particularly useful in developing our 
understanding of corporate reputation and its underlying dimensions as it highlights 
that sectors and the firms within them have broadly different reputational concerns. 
Thus to some extent the concept of reputation may need to be broadened to consider 
the notion of different types of ‘reputational spaces’ or ‘territories’ in which firms 
have broadly different reputational concerns and audiences.  
However, while it is evident that broad differences exist between the 
reputational spaces some sectors inhabit, clustering of sectors in similar markets is 
also evident. Since firms in similar markets have similar resource dependencies and 
legitimacy requirements (DiMaggio and Powell, 1983; Zucker, 1987; Oliver, 1991; 
Greenwood and Meyer, 2008; Agrawal and Hockerts, 2013) it is reasonable to 
suggest that they will also attend to those reputational components which highlight 
the firm’s ability to meet those requirements. Given that legitimacy and reputation 
share “substantial conceptual overlaps in the sense that both concepts reflect 
stakeholder perceptions, attitudes and support, which is critical to the success and 
sometimes even survival of organizations” (Merkelson, 2013, 244) it is necessary to 
view reputation and legitimacy integratively rather than as separate constructs (King 
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and Whetton, 2008). The results in this thesis highlight that reputational focus 
reflects both the minimum (legitimacy) requirements of a particular sector as well as 
act as a form of differentiation for firms (Bitektine, 2011). While this does not 
invalidate the notion of firms differing in terms of some overall reputational metric, 
it does at least suggest the possibility of a more differentiated approach to studying 
this complex phenomenon. Adopting this approach potentially involves more closely 
studying how reputation as a construct differs qualitatively and not only 
quantitatively between firms. 
Research has generally sought to develop a singular quantitative measure 
representing some overall reputational score or rating used to rank firms from ‘best’ 
to ‘worst’ (Fombrun and Gardberg, 2000; Schultz and Mouritsen, 2001; Berens and 
van Riel, 2004). This overall ranking or score is seen to differentiate firms in terms 
of their standing compared to other firms (usually based on industry), and is then 
usually related to other measures, for example financial performance, innovation or 
sustainability. In doing so, researchers often take the view that an overall measure, 
such as FMAC or its international variants, is suitable as a standard metric and is 
therefore equally applicable to all firms at all points in time. The results reported in 
this thesis highlight an opportunity to move away from such measures and toward 
the development of a model which better reflects the qualitative or narrative 
differences in reputation. The findings in this thesis suggest that an alternative 
approach which considers these qualitative differences, may have some benefit as it 
develops our understanding about the ‘different types of reputation’ given that there 
is a range of different possible audiences or stakeholders, not merely senior 
managers and industry analysts (the respondents of Fortune-type surveys) who are 
concerned with a range of different outcomes, for example, social/relationship 
legitimacy and market/competence legitimacy. 
 
8.3.3  Adaptive and Rebound Resilience and Their Potential to Influence Financial 
Performance 
As noted in the introduction, the main aim of this thesis was to investigate 
whether underlying dimensions of reputation really ‘matter’ in terms of future 
financial performance. Much of the literature has tended to rely on a common 
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approach, that is, assessing the association between some measure of overall 
reputation and some measure of firms’ current or future financial performance. 
However, Roberts and Dowling (1997, 134) point out, this type of approach assumes 
that “good corporate reputation directly creates” this outcome (emphasis added). One 
result of this has been that little attention has been given, except in general terms, to 
the processes or mechanisms underlying the potential relationship between 
reputation and performance. 
Instead of assuming that reputation has a direct effect on firm performance, 
this thesis investigated the proposition that the influence of reputation is more 
indirect and that its benefits are best observed if we assess its relationship with 
performance over extended periods of time. This is likely to involve assessing 
performance when there is a degree of variance in firms’ environmental 
circumstances. Therefore, rather than treating reputation as a direct source of 
financial outcomes, this thesis treats reputation as a potential source of organisational 
resilience that assists the firm in its interaction with its environment. Resilience 
might assist a firm to adapt to normal fluctuation in its environment allowing it to 
maintain superior performance over time; however it may also shield it during 
negative events or particularly difficult circumstances by providing it with better 
opportunities to obtain resources to help it rebound from those events faster. In order 
to examine the links between reputation and performance, an alternative approach 
was used to explore the influence of the five reputational dimensions on sustained 
financial performance.  
Following Roberts and Dowling (2002) and Choi and Wang (2009) survival 
analysis was used to examine the potential of the five reputational dimensions to act 
as sources of both adaptive and rebound resilience. Results highlight the potential for 
several different dimensions of reputation to act as sources of adaptive resilience, 
defined as the capacity for a firm to sustain above average performance over an 
extended period. Financial reputation had the greatest benefit for adaptive resilience, 
followed by service reputation. Financial and service reputation were also seen to act 
as sources of rebound resilience, however, governance reputation was also identified 
here as having a positive influence on the ability of firms to return to above average 
profitability after a decline. 
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Despite the fact that the concept of organisational resilience isn’t new, the 
literature remains inconsistent in relation to both the definition of resilience, and 
models that seek to offer a deeper understanding of the construct and how it 
operates. Research into resilience draws heavily on the notion of individual 
resilience (Luthar, Cicchetti and Becker, 2000), and on ecological resilience (Holling 
1973) with by far the greatest organisational focus being the development of resilient 
organisations in the context of crisis or disaster management (Doe, 1994; Horne, 
1997; Horne and Orr, 1998; Weick, 1993; Weick, et al., 1999), a literature with a 
largely practioner focus (Kantur and Iseri-Say, 2012). While developing their 
understanding of the concept authors have approached the underlying sources of 
resilience from several divergent perspectives. While Hamel and Valikangas (2003) 
argue resilience is crucial for organisational survival and that it is related closely to 
the constant reconstruction of organisational values, processes and behaviours in 
order to meet unexpected threats to the organisation, that is, an organisational 
capacity, Hunter (2006) argues that it is in fact resilient individuals which directly 
influence the ability of organisations to overcome adverse situations, rather than the 
‘organisation’s’ capacity, per se. Still another explanation is that by Mallak, (1999) 
who investigated resilience from both an organisational and individual perspective 
and highlights six elements, namely: vision, values, elasticity, empowerment, coping 
and connections. These elements reflect both organisational and individual 
capacities, which, when combined effectively provide organisations with resilience. 
This inconsistency limits our ability to develop our understanding of the resilience 
concept.  
Results from this thesis are consistent with the interpretation of resilience as 
providing firms with an enhanced capacity to meet and overcome adverse 
environmental circumstances. Results show that reputation provides firms with the 
capacity to both adjust to ‘normal’ disruptions or shocks (Tierney, 2003) and to 
recover more quickly from these events, This suggests that organisational resilience 
can be viewed as being at least partly derived from reputation enhancing activities 
(Wartick, 2002; Koronis and Ponis, 2012). This approach to resilience is consistent 
with that taken by Sutcliffe and Vogus (2003) who suggest that resilience 
development is in fact a process which should be viewed as leading to an enhanced 
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“capacity” rather than as an “attribute” of an organisation (Kantur and Iseri-Say, 
2012, 765). 
Viewing organisational resilience as a capacity for adaptation and for 
rebounding or recovery within the context of its environment also invites us to look 
at reputation from a somewhat different perspective. Reputation has been viewed 
primarily from an external perspective as overlapping to a significant extent with 
image (Hatch and Schultz, 1997) while the present approach involved viewing 
reputation as being the external representation of organisations’ intangible assets. 
That is, having a more internal focus on organisational capacity in times of 
difficulty. The external perceptions component of reputation is still important since 
otherwise, the concept, instead of being ‘confused’ with image starts to become 
‘confused’ with organisational attributes or assets. Nevertheless treating reputation 
as being an important source of internal capabilities, in this case resilience, and 
therefore external perceptions, represents a potentially useful perspective that helps 
to provide a viable mechanism by which the potential benefits of good reputations 
can begin to be understood. This is preferable to the continued search for simple or 
direct empirical relations between reputation and performance. Interesting questions 
arise from this perspective about the relative influence of internal capacities with the 
external perceptions of those capacities upon firm outcomes. For instance, are 
internal capabilities that provide no reputational benefit of less value and what of 
reputational perceptions that have weak or no corresponding internal capabilities? 
These are questions that can be meaningfully asked within the present perspective 
though there are of course considerable remaining challenges in following this 
course, which are discussed shortly under the section Limitations and Future 
Research.  
8.4   Contribution to Practice 
While this thesis makes several theoretical contributions it also has practical 
implications in several areas. Results from the first study provide executives with a 
framework for analysing their communications which will equip them to apply a 
strategic approach to the maintenance and improvement of their firm’s corporate 
reputation. The recognition that sector plays a significant role in the concerns 
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demonstrated within the narrative sections of annual reports also assists managers to 
recognise the key sources of legitimatisation within their sector.  
The third and fourth studies in this thesis have particular practical relevance 
given that they both highlight that the effects of reputation are more likely to occur 
overtime and not ‘directly’ as has been suggested in much of the earlier research. 
Results from the third study (Chapter 6) highlight that reputation does influence 
performance, however, there is a lag of usually one and three years between 
discussion of particular reputational dimensions (financial and service), and an 
increase in financial performance. This means that executives must apply a long-
term strategic perspective to reputational development in order to gain improvements 
in financial performance. Put another way, executives shouldn’t expect immediate 
returns for improvement in particular aspects of reputation. Results from the final 
study (Chapter 7) further support the proposition that the effects of reputation are 
likely to be long term and indirect as opposed to direct and immediate. The findings 
here highlight that corporate reputation has the potential to act as a source of both 
adaptive resilience, better enabling firms to sustain long-term above average profits, 
and rebound resilience, which assists firms to return to above average performance 
faster than other firms, following a period of performance decline. The key practical 
implication of this finding is that rather than concentrating on the short term return 
often expected from improvements in reputation, senior executives should consider 
the role reputation plays as a buffer in times of economic difficulty, and as an asset 
following those difficult times.  
8.5   Limitations and Future Directions 
While this thesis sought to overcome the limitations found in earlier research, 
there are inevitably limiting factors, two of which stand out and are in need of further 
investigation. The first has to do with the measurement of reputation while the 
second involves the concept of resilience. 
The thesis argues that previous research has been highly reliant on FMAC 
index, as a measure that while highly meaningful to a practitioner audience has 
limitations as a research measure not only because it has been shown to be highly 
related to accounting based measures of financial performance but that it derives an 
overall measure of reputation by averaging across a number of dimensions that have 
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their basis in ‘common sense’ but limited theoretical or empirical justification. 
However one key advantage the Fortune measure has is its long term availability 
which cannot be replicated by any current survey. In order to achieve a comparable, 
longitudinal dataset for a large number of firms this thesis relied on an indirect 
approach involving content analysis of executives’ attention to various reputational 
elements or dimensions within annual reports over time. This assumes that 
executives’ relative focus on important intangible resources reflects their beliefs 
about the importance of different reputational elements among key stakeholders, 
such as shareholders, investors, customers, and so on. Since a key role for senior 
executives is to protect and enhance firms’ reputation it is assumed that they are 
knowledgeable about both firms’ intangible resources and their relative importance 
to an external audience and, consistent with the literature (Weber, 1990; Duriau et 
al., 2007), it is assumed that the amount of attention they give to these intangible, 
reputation resources indicates their importance to the firm and the outside audience. 
One potential criticism of this approach is the view that annual report 
discourse is by and large ‘PR fluff’ that can tell us little about the real state of firms. 
Since we have discussed this criticism earlier and provided evidence against it (e.g., 
Barr and Huff, 2004; Duriau et al., 2007) we will not discuss it again here, but it 
nevertheless makes the point that, even in a less extreme version, executive discourse 
provides an indirect indicator of corporate reputation. While there are, in general, 
important legal and other constraints on the scope for executive manipulation of 
annual reports there is nevertheless some scope for doing this when it comes to 
discussing firms’ intangible resources. Therefore it is clearly necessary for future 
research to examine the measures of corporate reputation derived here against 
reputation measures derived by other means. At present there does not appear to be a 
widely available measure of corporate reputation of the Fortune type in the 
Australian context therefore this probably requires some new data collection using a 
survey of an appropriate set of respondents such as senior executives, analysts or a 
more general audience such as subscribers to the Financial Review or Business 
Review Weekly. One benefit of the current methodology is that it can study most or 
all of Australia’s largest, listed firms such as the members of ASX200 providing a 
set of firms that will be generally well known to a business audience.  
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A second issue that requires attention is the concept of resilience. This thesis 
has tried to carefully make the point that its findings are consistent with a resilience 
interpretation rather than proving a resilience perspective. One important reason for 
this is that the thesis did not directly measure resilience but relied upon supporting 
the resilience perspective by testing several propositions about firm outcomes over 
time, derived from this perspective. It is of course the case that there are plausible 
alternative explanations for these findings. While the notion of resilience has some 
elegance, intrinsic appeal, and parsimony these are not substitutes for empirical 
evidence.  
A potential obstacle for gathering such evidence is that the construct of 
resilience has only recently entered the field of management and the means for 
measuring it focus primarily on developing metrics which assist firms to develop 
effective responses in emergency management or crisis situations, such as terrorist 
action or natural disasters (McManus, 2008; Vargo and Stephenson, 2010; Lengnick-
Hall et al., 2011; Vee, Largo and Seville, 2013); as such they are largely 
inappropriate for the analysis conducted here. However, drawing upon the current 
method an earlier study by D’Aveni and MacMillan (1990) offers a potential model 
for how a study can be designed to investigate this question. D’Aveni and 
MacMillan (1990) sought to answer the question – does what CEOs focus on when 
their firms face a serious crisis influence the likelihood of their firms surviving the 
crisis? They studied this question by identifying two sets of firms matched on 
industry, size, location and financial performance in which one set of firms survived 
an industry wide downturn while the other set failed. To compare managers’ 
attention they analysed the content of CEOs’ letters from annual reports both before 
and during the crisis. 
A similar approach here would involve matching firms in the same way but 
identifying sets including only high or low reputation firms. Annual reports could 
then be collected and analysed during periods of either or both downturn or upturn in 
order to assess evidence of adaptive and rebound resilience. While D’Aveni and 
MacMillan focused on measuring CEOs’ attention to internal and external issues, a 
study of resilience could look for evidence in annual report discourse of managers 
focusing on characteristics suggesting the firms’ level of resilience. An advantage of 
this approach is that it is potentially possible to describe firms’ level of resilience 
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prior to the onset of a change in conditions thus allowing for the fact that, in general, 
CEOs may focus more of their attention on firm resilience after a firm enters a more 
challenging environment, or in the midst of an unexpected crisis. An alternative 
approach to this would be to carry out a more intensive study of a small number of 
firms using both indirect and direct sources of information to examine how a small 
number of firms differing in reputation dealt with a recent, disruptive event such as 
the Global Financial Crisis (GFC). This would provide richer and more varied data 
but would also have the disadvantage that this type of design inevitably involves 
retrospective recall which can provide idealised or reconstructed interpretations of 
what actually occurred.  
8.6   Conclusion 
The introduction argued that relatively little is known about the underlying 
dimensions of corporate reputation and the mechanism though which they apparently 
influence performance because most of the current reputational research has focused 
on determining the existence of a direct causal relationship between overall measures 
of corporate reputation and financial performance. Drawing on the resource-based 
view of the firm, corporate reputation was viewed as ultimately residing in a range of 
potential intangible resources possessed by a firm (Wernerfelt, 1984; Barney, 1991; 
Rao, 1994). Therefore, it was necessary to firstly identify those which executives 
saw as most critical, and to determine if they influenced performance.  
 Instead of relying on more obtrusive methods for data collection such as 
surveys and interviews, this thesis analysed the amount of attention senior executives 
gave to a range of intangible resources in Australian firms’ annual reports. By 
examining executive communication along the reputational dimensions, rather than 
relying on overall measures, it is possible to develop our understanding of corporate 
reputation and determine if reputational dimensions have temporal stability, vary 
significantly by sector and ‘matter’ in terms of long-term financial performance. 
Overall, the results support the proposition that reputation has a significant level of 
temporal stability. Additionally, there is significant variation in the level of attention 
given to each of the five reputational dimensions between sectors, suggesting that 
executives demonstrate concern for particular dimensions to the potential exclusion 
of others.  
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Finally, reputation has been recognised, albeit often implicitly, as a potential 
source of both adaptive and rebound resilience for firms, particularly when faced 
with difficult or challenging environmental conditions. Results from empirical 
studies, notably Roberts and Dowling (2002), examining this relationship provide 
support for the argument that superior reputation enhances a firm’s capacity to 
sustain superior performance for a longer period of time, compared to firms without 
a superior reputation. The results presented here provide strong support for this 
argument. Additionally, results also highlights that firms with a superior reputation 
are more quickly able to return to an earlier performance level, following a period of 
decline or below average performance than firms without such standing. Overall, this 
thesis finds support for the proposition that the attention given by senior executives 
to underlying intangible sources of corporate reputation in annual reports ‘matters’ in 
terms of long-term sustained above average performance. 
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Appendix 
Figure A.1: Distribution of reputational elements, prior to and post transformation 
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